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BRADBURY, WILKINSON & CO., LTD. 


GPs 


DESIGNERS, ENGRAVERS & PRINTERS 
—of— 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 
HEAD OFFICE & WORKS: LONDON OFFICE: 

NEW MALDEN, SURREY ws 2 MOORGATE BUILDINGS, 
E.C. 2. 


TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALI, 8806-7-8 



















BLADES, EAST & BLADES, Ltd. 


Established 1821. 


CITY OFFICES : WORKS : 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


Capital fully called up - £650,000 Reserve Account - - £470,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 


MEssrs. GLYN, MILLS & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 


HEAD OFFICE: 

33/36 KING WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE: 
TEHERAN, PERSIA, 


BRANCHES IN PERSIA: 
Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, Kerman, 
Kermanshah, Maidan-i-Naftun, Meshed, Mohammerah, Nasratabad (Seistan), Resht, Shiraz, Sultanabad, 
Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA, KIRKUK. BOMBAY. 


bene BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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AUTOMATIC TELEPHONES 





Write for Booklet No. 17. 3anking Institutions. 


The RELAY AUTOMATIC TELEPHONE CoO., LTD. 
Marconi House, Strand, London, W.C.2. 


Branches at Birmingham, Cardiff, Glasgow, Manchester. 
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SPEED &SECRECY 


HREE Seconds—and you are through. 

Conversations are secret. The ‘“ Relay” i 

automatic—there are no operators—no wrong 
numbers—no interruptions. It is All-British. 


1S 


Relay Automatic Telephones are used by the 
Bank of England, Lloyds Bank, Barclays Bank, 
Westminster Bank, and more than 40 other 








THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 

Capital paid up- - Yen 60,000,000 

Reserve Fund - - Yen 52,400,000 
(December 1925) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York. Shanghai, Sourabaya. 


LONDON OFFICE: 
Winchester House, Old Broad Street, 
E.C.2 


Telephone- - - LONDON WALL 3221-2 
Cable Address ‘‘ MITSUIGINK, LONDON” 








Charing al Hospifal 
Medical School 


(UNIVERSITY OF LONDON) 
WITH WHICH IS AFFILIATED THE 


ROYAL WESTMINSTER OPHTHALMIC HOSPITAL 


(a@ajoining ) 


OPEN TO MEN AND WOMEN STUDENTS 
The Winter Session 1926 commences Oct. 6th 


The most central of all the Colleges of the University. 


Complete Hospital and School arrangements for all 
departments of Clinical work. 

The Institute of Pathology includes a series of Labor- 
atories fully equipped for Student, Post-graduate, and 
Research work. 

Students’ Club Rooms and Restaurant on the School 
premises. 

Four Scholarships, each of the value of 40 guineas 
per annum and tenable for three years, are awarded 
annually to students who have completed the second 
Medical Examination of Oxford or Cambridge University. 
Examinations for these Scholarships are held in July 
each year, 


Fees Low and Inclusive, No Extras. 


For Prospectus and full informaticn ap}ly personally 
or by letter to the Dean, 


W. J. FENTON, M.D., F.R.C.P., 
Charing Cross Hospita! Medical School, 


Telephone Nos. : 
Regent 3903 & 3904. London, W.C. 2 





THE 


ENGLISH REVIEW 


reflects independent and authoritative opinion upon Public Affairs at home, in the Dominions, 
and abroad ; Literature, Science, the Arts, the Theatre and Sport. It upholds the prin- 
ciples of private property and individual freedom as the secular bases of civilization. 

Each number also contains two short stories. 

The circulation of the ENGLISH REVIEW is larger than that of any similar 


Monthly— One Shilling. 


Annual Subscription: 14s. post free to all parts of the world. 


PUBLISHERS : 
EYRE & SPOTTISWOODE (PUBLICATIONS) LIMITED, 9 East Harding St., E.C. 


publication. 











THE BANK OFFICERS’ GUILD. 


(The National Association of Bank Employees of England and Wales.) 
The Guild is a protective association which aims at the betterment 
of the status of the Bank Clerk and co-operation with the Directorates. 


It desires Banking to be raised to the dignity of a profession, and 
is doing a great work to increase the educational standard of the employee. 


For full particulars and explanatory literature apply to :— 
THE GENERAL SECRETARY, 
BANK OFFICERS’ GUILD. 
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BLACKFRIARS HOUSE, 
NEW BRIDGE STREET, E.C.4. 
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|NEIDECKER 
-& CO.,LTD. 








BANK of LIVERPOOL 
MARTINS LIMITED. 


Head Office : 

7, WATER ST., LIVERPOOL. 
London Office : 

68, LOMBARD STREET, E.C.3. 





Capital Subscribed - £18,791,120 
Capital Paid up and 

Reserves - - 453375246 
Deposits, &c., at 

30th June, 1926 —- 59,328,980 


380 Branches and Sub-Branches. 


All descriptions of Banking, Trustee 
and Foreign Exchange Business 
Transacted. 


The Bank is prepared to act as Agents 
for Foreign Banks on usual terms. 





TRADE INDEMNITY COMPANY LTD. 


Established 1918 
Registered Office : 
13 & 14 Austin Friars, London, E.C.2 
CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 FULLY PAID 


TRADE CREDITS 


The object of the Company is to assist Mer- 
chants and Manufacturers to develop Home 
and Overseas Business by the Insurance of 
Credits. 
The seller is thus enabled to— 
I. &xtend the credits he is in the habit of 
granting without increasing his liability. 
2. Transact his usual volume of business with 
a materially reduced financial risk. 
3. Open new accounts with greater confidence. 
4. Discount bills with his Bankers on a larger 
scale and on better terms. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per cent. 
of the net invoice value of goods sold and 
delivered in the ordinary way of trade to 
customers domiciled in almost any part of 
the world. 





In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on the 
part of the Assured in complying with the 
Conditions of the policy. 

Prospectus and Proposal Forms can be obtained on 

application to the Underwriting Office: 
77 CORNHILL, LONDON, E.C.3 
Underwriter: H. S. SPAIN 
All inquiries are treated in the strictest confidence 
MANCHESTER OFFICE: 1 BOOTH STREET 








INVESTMENT BANKERS, 


9-13 KING WILLIAM STREET, 
LONDON, E.C.4 


SPECIALISTS IN AMERICAN 
AND DOLLAR SECURITIES. 


GENERAL INVESTMENT 
TRANSACTIONS and MAN- 
AGEMENTof ESTATE FUNDS. 


CURRENT STATISTICAL 

INFORMATION ON ALL 

COMPANIES QUOTED ON 

THE NEW YORK STOCK 

EXCHANGEand INVESTMENT 

ORDERS EXECUTED BY 
CABLE. 


SUBSCRIPTIONS ENTERED 

FOR NEW FOREIGN AND 

DOMESTIC ISSUES IN 
AMERICA. 


New York Correspondents : 


HARVEY, FISK & SONS 
(Members of the New York Stock Exchange) 









THE 


MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 





BETTER BUSINESS 



















SERVICE 





Heap Orrice : 
300 High Holborn, London, W.C.1 


Paris Branco: 26, Rue Vienne, Paris 


BERLIN REPRESENTATION : 
Kurfurstenstrasse, 33, Berlin 
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Authorised Capital - - - £1,000,000 
Paid-up Capital - - - - 600,000 
Reserve Fund & Undivided Profit - 110,000 





HIGH GRADE OFFICE FURNITURE AND 
EQUIPMENT, CARD INDEX AND VERTICAL 
FILING CABINETS AND SYSTEMS. 














BRITISH MANUFACTURE THROUGHOUT. 
The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.$.8.R. 





EXPERT ADVICE GLADLY GIVEN 
Write for Catalogue No. B.1. 


BUSINESS SYSTEMS. 
Sales Offices and Showrooms: 

NOTTINGHAM MANCHESTER LONDON 

16-18 Goose Gate St. James House, 103 High Holborn, 


14 Brazennose Street 
Tel. 799. Tel. 7646. Tel. 7747 Chancery. 













BOOTS PURE ORUG CO. LTD. 





ALL-RUSSIAN 
CO-OPERATIVE BANK 


Authorised Capital ... Gold Roubles 20,000,000 
Total Assets, Ist July, 1926 ... e » 157,360,610 














Bank for Russian Trade Limited 


(Formerly Arcos Banking Corporation Ltd.) 






58/60, Moorgate, London, E.C.2. 


Cable address ‘“‘ SOCRABANK ” 
Telephone : London Wall 9815 (4 lines) 


Authorised Capital £750,000 0 0 
Paid-up Capital £550,000 0 0 
Reserves £100,000 0 0 


ESTABLISHED IN 1923 TO ASSIST IN 
THE REBUILDING OF THE RUSSIAN 
FOREIGN TRADE. 
MAIL AND TELEGRAPHIC 
TRANSFERS. 
LETTERS OF CREDIT. 
FOREIGN EXCHANGE. 
PURCHASE OF CHERVONTZY NOTES. 
BILLS DISCOUNTED, NEGOTIATED 
AND COLLECTED. 
SHIPMENTS FROM AND TO RUSSIA 
FINANCED. 
DEPOSIT AND CURRENT ACCOUNTS. 
AGENTS OR CORRESPONDENTS AT ALL 


BANKING POINTS OF THE U.S.8.R. AND 
THROUGHOUT THE WORLD. 
















The shareholders of the All-Russian 
Co-operative Bank are 8,500 co-oper- 
ative societies, all central organisations 
included. 


Head Office : ILYINKA, 3 MOSCOW 
Cable Address : ‘“‘ VSEKOBANK”’ 





























61 Branches and 602 correspondents in the U.S.S.R. 
Correspondents in all principal centres abroad. 















Affiliated Banks: 


Moscow Narodny Bank, Ltd. 
Lincoln Hous2, 300 High Holborn, 
London, W.C.1. 



























Branch in Paris: 


26 rue Vivienne (2-e), Piace dela Bourse 
Capital = an £1,000,000 






Co-operative Trans:t Bank, 
Riga (Latvia), 2 Wallstr. 


Gold Lats 2,000,000 











Capital 








Every kind of Russian and Foreign 





Banking Business transacted: 























ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) - ” - £2,500,000 
REST or RESERVE FUND (Oct. 1925) . s 2,464,704 
DEPOS!I*~'S (Oct. 1925) - = =: - 40,790,229 


Head Office: ST. ANDREW SQUARE, EDINBURGH. 
General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. Secretary : J. B. ADSHEAD. 
London (City Office): 3 BISHOPSGATE, E.C.2. 
London (West End), Drummonds Branch: 49 CHARING CROSS, S.W.1. 
Glasgow Office: ROYAL EXCHANGE SQUARE, and BUCHANAN STREET. 


Over 200 Branches throughout Scotland. Every description of 
British, Colonial, and Foreign Banking business transacted. 


FOREIGN EXCHANGE. CORRESPONDENCE INVITED. 






















THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £1,800,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE - EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 











| COMMERCIAL BANK OF SCOTLAND LTD. 


Head Office ESL OSLISHED 1810. EDINBURGH. 
General Manager - - - ALEX. RO Secretary - - - MAGNUS IRVINE. 
Capital Subscribed - - £5,500, O00 Reserve Fund - - £1,800,000 
Capital paid up - - - £1,750,000 Deposits (31st Oct., 1925) - £34,150,000 
London City Office - - - - . 62 LOMBARD STREET, E.C.3. 
ANDREW W. RUSSELL, Manager. JOHN M. ERSKINE. Assistant Manager. 


Kingsway Branch MPERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES O. DAVIDSON, Leg 
Glasgow Chief Office - & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WILLIAM COCHRANE, Assistant Manager. 
Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 308 Branches and Sub-Branches throughout Scotland. 
General Banking and every description of Foreign Exchange business transacted, and Agency business for 
Foreign and Colonial Banks undertaken. 
The Bank is prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions, 








Provident Mutual Life Assurance Association 


Head Office: 25 to 31 MOORGATE, LONDON, E.C.2. 
ESTABLISHED 1840. 


ACCUMULATED FUNDS EXCEED £5,200,000. 





THE ATTENTION OF THE MANAGEMENTS OF BANKS IS INVITED TO THE SCHEME OF STAFF 
ASSURANCE OF WHICH THE ASSOCIATION IS THE PIONEER, AND WHICH AFFORDS SPECIAL 
FACILITIES FOR THE EFRECTING OF LIFE ASSURANCE BY MEMBERS OF THE STAFFS OF 
BANKS AND OTHER PuBLic COMPANIES. 


Ful! particulars and all information will be sent on application to— 


C. R. V. COUTTS, F.1.A., 
Manager and Actuary. 
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BROWN, SHIPLEY & COMPANY, 
LONDON. 


FOUNDERS COURT, OFFICE FOR TRAVELLERS: 
LOTHBURY, E.C.2. 123, PALL MALL, S.W.1. 


ESTABLISHED 1810. 


COMMERCIAL CREDITS AND CONSIGNMENTS. 
FOREIGN EXCHANGE. 
CABLE TRANSFERS. FOREIGN COLLECTIONS. 
TRAVELLING CREDITS. 

DIVIDENDS COLLECTED. COUPONS PURCHASED. 
DEPOSIT AND CURRENT ACCOUNTS OPENED. 
AGENTS AND CORRESPONDENTS ALL OVER THE 
WORLD. 


BROWN BROTHERS & COMPANY, 


NEW YORK. 
59, Wall Street. 


PHILADELPHIA. BOSTON. BALTIMORE. 
330, Chestnut Street. 60,StateStreet. (Alexr. Brown & Sons.) 


ESTABLISHED 1800. 











THE BANKER 


Published Monthly by 
EYRE AND SPOTTISWOODE (PUBLICATIONS) LIMITED. 
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YOKOHAMA SPECIE BANK, LIMITED. 











ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed and Fully Pald - - Yen 100,000,000 
- - Yen 86,500,000 


Reserve Fund - 
Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
iondon, Ios Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon. 
Rio de Tanei iro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourab ya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 
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A.D. 1720. 













FIRE LIFE 










MARINE ACCIDENT 








LIFE BONUS 1926: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 






1 KING WILLIAM STREET, E. C.4. 


Marine Dept.:— 7 ROYAL EXCHANGE, E.C. 3. 









ASSETS EXCEED 
£11,000,000 









THIRD CENTURY OF ACTIVE BUSINESS. 






BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 






APPLICATIONS FOR AGENCIES INVITED. 
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Chairmen of the ‘‘ Big 
Five” as Directors of 
Other Businesses 
R. McKENNA’S acceptance 
of a London directorship of the 
Canadian Pacific Railway has 


been warmly commended in many 
sections of the Press. With great 
deference to the judgment of our 


contemporaries we believe that the 
public interest is not well served by 
this appointment. As chairman of 
the Midland Bank, Mr. McKenna is 
in a situation of unprecedented 
responsibility. In him is vested the 
chief direction of the affairs of a 
bank, or, rather, a system of 1,850 
banks scattered all over England 
and Wales, wherein is lodged about 
350 million pounds. Surely this is 
enough responsibility for one man. 
It is possible to maintain that the 
office is too exacting for the power 
of any man, however zealous and 
capable. But the time has passed 
for sustaining such an objection. The 
immense organizaticns so _ swiftly 
created by abundant am: ilgamations 
are with us, and it remains for the 
present generations of bankers to 
direct them to the best advantage of 
the public. If they are to do it 
adequately they must give the whole 
force of their minds to banking affairs. 

During the short time which has 
passed since the great amalgamations 
ended, the “Big Five” have made 
remarkable progress in fusing their 
far-flung and diverse acquisitions into 
This 


wieldy and corporate shape. 
difficult process was attended by 
some strange aberrations of policy 


most serious was the 


of which the 
branch 


extravagant competition in 
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building. That prodigality was made 
infinitely worse by the ugly and osten- 
tatious buildings with which banks 
defaced the countryside. This is but 
one unfortunate result of the hectic 
amalgamation policy, others of a less 
serious nature are known to every 
banker. Such mistakes were due to 
the crushing strain of overwork upon 
the councils of the banks. Now that 
the “ Big Five’? have reduced the 
press of work upon their management 
it is more than ever important that 
they should have the undivided ser- 
vices of their chiefs in disposing, 
arranging, and cementing their muti- 
farious business. If their heads accept 
other work and responsibilities they 
expose the banks to errors similar 
to those which occurred during the 
first years of their existence. Any 
reference to such errors in policy must 
in justice be balanced against the 
substantial national benefits accruing 
from the amalgamations. It would 
be overestimating to maintain that 
England could not have recovered 
from her extraordinary economic dis- 
orders were it not for the strength of the 
concentrated funds of the great banks. 
But it cannot be denied that the wide- 
spread industrial depression would 
have overwhelmed many small banks 
whose confluent resources enabled the 
‘ Big Five ” to weather the storm. 
The future is full of problems requir- 
ing all the resources of mind, char- 
acter, and energy which the banks can 
muster. It is not possible to deal with 
many of these problems here, but it 
is obvious that one of the greatest 
resides in the discovery of younger 
men to fill the places of those courage- 
ous bankers who transformed the 
whole system of English banking in 
the space of a few years. The results 
of their efforts form a series of 





THE FRONTISPIECE. 
Our frontispiece is a portrait of General 
the Hon. Sir Herbert Lawrence, K C.B., 
a managing partner of Glyn, Mills, Currie 
and Company, and formerly Chief of 
| Staff to Lord Haig. 
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machines so complicated and exacting 
that only men of the greatest parts 
can manage with effect. At the 
present time they are running smooth- 
ly under the care of their creators, 
but the testing time is to come, and 
in the interval much has to be done 
to secure the permanent independence 
of the great banks. 

The banks are now on a great 
eminence, and the precedents set by 
their chiefs will become the traditions 
of future generations of bankers. It 
is, therefore, the duty of bank chair- 
men carefully to consider the pro- 
priety of taking any part, however 
nominal, in other forms of business. 
This observation particularly applies 
tothree of the “ Big Five’’ banks whose 
chairmen also discharge most of the 
duties of chief general managers. It 
is encouraging to observe that this 
principle has been sustained by the 
chairman of the second largest bank in 
Great Britain who holds no director- 
ships save those of affiliated banks. 
It is, of course, true that several 
bank chairmen are directors of insur- 
ance companies or other types of 
business, but these directorships were 
accepted before the amalgamation 
movement reached its prime. 

As Mr. Snowden states in the letter 
we publish on page 246, there may be 
some unrevealed considerations which 
explain Mr. McKenna’s appointment 
to the Board of the Canadian Pacific 
Railway. Whatever arguments could 
be deployed to justify that appoint- 
ment they cannot affect the general 
principle that it is inappropriate for 
the head of a great bank to hold 
directorships of other businesses. 

Unquestionably the enormous in- 
fusion of money never before im- 
prested to English banks must provide 
the chairman of a great bank with an 
authority and influence which makes 
him a desirable member of the board 
of any business. For almost the same 
reasons it furnishes the Socialist party 
with the argument that an office of 
such public import should be subject 
to State nomination. The keenest 


minds of that party only await an 
opportunity of using the slightest 
impropriety as a justification for 
nationalization. It is probable that 
public opinion on the State control of 
banks is still unformed. There may 
be no truth in Lord Hewart’s jest that 
lawyers have one thing in common 
with bankers—the public have no 
particular affection for either. But it 
is certain that banks are peculiarly 
susceptible to misrepresentation. 
There is no doubt that the public 
became very nervous about the amal- 
gamation movement, but that ner- 
vousness is now disappearing. One 
of its unfortunate effects was that the 
banks have been subjected to a grow- 
ing propaganda for nationalization. 
Socialists believe that the organization 
of the “Big Five’ could be easily 
adapted to State management, and 
they can be trusted to make excellent 
use of the argument that if the head 
of a great bank can find time to per- 
form the duties of a director of other 
businesses, how much better can his 
office be filled by a State official 
devoting his whole time to the affairs 
of the bank. There is even more 
force in Mr. Snowden’s argument that 
the chairman of a great bank should 
not have other commercial interests 
which could possibly conflict with 
those of some of the customers of the 
bank. 

We hope the observations we have 
made on the principle of bank chair- 
men accepting directorships of other 
businesses will not be regarded as a 
personal reflection upon the chairman 
of the Midland Bank. We are of 
the opinion that if anyone were to 
inquire who were the joint-stock 
bankers upon whom England prided 
itself, and whom we were to indicate 
as a type of what England could show, 
Mr. McKenna would be named as the 
first. His sound judgment, great con- 
versance in business, perfect integrity, 
and disinterestedness are of the highest 
service to the business of banking. 
To him is due the credit for restoring 
the traditions of fine architecture so 
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long neglected by English bankers. 
His fidelity and diligence as chairman 
of the Midland Bank require no tes- 
timony here. But Mr. McKenna’s 
eminent situation and personal quali- 
ties make it more than ever necessary 
to question the wisdom of the pre- 
cedent he has set. 


The Situation of the Leader 
of the Opposition 

HOULD the Leader of the Opposi- 
S tion in the British House of 

Commons have an official salary 
broadly similar to that of the Prime 
Minister as First Lord of the Treasury, 
or to the remuneration of some mem- 
bers of the Government the burden 
of whose duty can be regarded as 


roughly comparable ? In other 
countries the proposal has _ been 
adopted. but in the British Parlia- 


ment domestic reform of this character 
is slow and laborious. It is therefore 
all the more important that the 
urgency of the suggestion should be 
placed in appropriate setting. 

The electorate insufficiently appre- 
ciate the tasks which fall to the Leader 
of the Opposition, many of them 
non-party and public in character. 
In a very real sense he is the Prime 
Minister's opposite number; as in 
the case of Mr. Baldwin during the 
lifetime of the Labour Government, 
and of Mr. Ramsay MacDonald to- 
day, he had been Prime Minister, and 
might be Prime Minister again. These 
possibilities clothe the office with 
deep and far-reaching responsibilities. 
A large and conveniently situated 
room at the House of Commons is 
placed at the disposal of the Opposi- 
tion leader; he is necessarily in con- 
stant touch with the Prime Minister 
and others regarding the conduct of 
business in the House ; in many of the 
public functions of the time his part 
is hardly less onerous than that of the 
Prime Minister himself; with the 
growth of Imperial, international, and 
other conferences fresh duties are 
heaped upon him; and in the general 
range of non-party public effort he 
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very soon becomes one of the hardest 
worked men in the United Kingdom. 
Each day he has the executive of his 
own party, and the unceasing dis- 
cussion of policy in the House. The 
country is merciless in its demands 
on his time; correspondence is at all 
times a nightmare; the strain of 
debate in the chamber is always con- 
siderable; and odd moments (if 
there are any) are probably spent 
in soothing the ruffled feelings of 
troubled and recalcitrant followers. 
As arrangements are, all this anxiety 
is borne on the noble stipend of £400 
per annum. The same sum is paid 
to the most obscure nonentity who, 
in the accident of the ballot, is re- 
turned to a House of Commons he 
never hoped to see and probably will 
never see again; does not even deal 
with his scanty correspondence, pre- 
ferring to allow the commodious 
waste-paper baskets to take care of 
its gentle trickle; mercifully never 
troubles the House with a speech; 
goes to his constituency as rarely as 
possible; and probably intimates, 
towards the end of the life of the 
Parliament of which he is a member, 
that, after the fashion of Necker in 
the gathering storm of the French 
Revolution, he will for the future 
hover afar off and advise all things to 
settle themselves. 

Of itself a contrast at once so 
ludicrous and so humiliating should 
be sufficient to provoke a remedy. 
But things are not done that way in 
the House otf Commons. With _ be- 
coming caution all possible objections, 
real and fanciful, must be removed. 
Clearly the proposal has no reference 
to any individual Leader of the 
Opposition. Although circumstances 
may be more urgent in the case of 
Mr. Ramsay MacDonald, he himself 
(so far as information goes) would not 
encourage the thought, and might 
even resist it; to-morrow a com- 
paratively poor man might be Con- 
servative or Liberal Leader of the 
Opposition. In all parties there are 
sections of opinion which hold that 
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effective appeal to tax-burdened 
masses can only be made by men who 
look like personal experience of econo- 
mic strain; their attractions will be 
all the greater if they feel like it too. 
Nor can it be suggested that the 
payment of adequate salary (which in 
practice would often be little more 
than the recognition of considerable 
necessary out - of - pocket expense) 
would undermine the independence 
of the chief figure in Opposition. The 
Government opposite to him do not 
provide the salary. Only the House 
of Commons as a whole can deal with 
it; and when it comes to the test the 
House never has the slightest difficulty 
in dealing with these personal prob- 
lems. On the contrary, the removal 
of much social anxiety would make 
for a much truer independence; for 
the salary recognizes the nature of 
the office, and the chief business of the 
office in question is to offer all legiti- 
mate opposition to the Government 
of the day. Further, the co-related 
suggestion that the payment of salary 
would tend to separate the Leader of 
the Opposition from his own more 
humbly remunerated rank and file 
may be dismissed by the double 
reply that the salaries of Ministers do 
not or should not separate them from 
their rank and file, and in any event 
the party behind the Opposition 
leader have it within their power to 
substitute another if their original 
choice wanders too far afield. In 
substance the popular objections are 
comparatively poor stuff. 

With national expenditure now 
quite certainly stabilized at something 
more than {800 million a year, and 
Mr. Churchill chasing bookmakers and 
the betting public as well as silk 
stockings and other unmentionables, 
further financial commitment, how- 
ever lowly, might prove more impres- 
sive in Parliamentary debate. As of 
old the Treasury would fear reper- 
cussions. Some of the overworked 
chairmen of standing committees 
might prefer a claim. Whips who at 
present scour the lobbies diligently on 
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nothing more than the normal Parlia- 
mentary allowance might point either 
to the size of their families or the 
exhaustion of their feet. The deputy 
Leader of the Opposition, especially 
in the more strenuous sittings, might 
be difficult to appease. In all such 
claims the House would behave with 
becoming firmness, as it invariably 
does when the Treasury has finally 
advised it that there is no more money 
to be had. Again, it is scarcely 
serious argument to suggest that the 
needy might canvass the rank and file 
of the Opposition for votes for the 
leadership when their other qualifica- 
tions were not impressive ; all sections 
of the Commons dislike hawkers, 
open or concealed. Scottish tastes 
would be met by the perfectly sound 
plea that for such salary as was 
attached to the post full value in 
efficiency would be obtained. For 
them the Leader of the Opposition 
would become a kind of national 
investment, built for the express 
purpose of bringing into bold and 
awkward relief the other side of every 
case. In fact, there would be more 
opposition, not less; and in the 
confidence of the changed personal 
circumstances it would probably have 
greater vim and direction. 

But let us turn to more important 
considerations. When men and 
women become very prominent in 
Parliamentary warfare, or pass into 
national figures or institutions, it is 
important that there should be at 
least broad continuity in their per- 
sonal circumstances. When some of 
the Labour leaders took up office in 
1924 they had to spend much money 
in the furnishing of the official houses ; 
they gave up the private work in 
which they had been engaged, here 
and there with little or no hope of its 
return; from the official salaries large 
sums were deducted in income tax 
and super tax; and finally they left 


office after nine months of hectic 
excitement during which minority 
rule in Parliament never enabled 


them to call their souls their own, 
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For this experience they had broken 
with their trade union or other 
occupational past; and although it is 
true that many of them recovered 
these posts, and hoped it would be a 
long time before they were again in 
such anxiety, others did not, or at 
all events not completely. This is 
accordingly a sacrifice which they 
made primarily for the movement in 
which they believed, and secondly, 
to an appreciable extent, for the 
public. In the case of the Leader of 
the Opposition the facts were doubt- 
less specially hard. He had been 
Prime Minister, with all that that 
involved. Try as a man may, the 
briefest tenure of that great office is a 
definite break with a public and a 
private past. He may be Prime 
Minister again. Over and above the 
financial risks of office he has the 
increased burdens which follow him 
into his Leadership of the Opposition ; 
but from {£5,000 a year subject to 
taxation he reverts to £400, and even 
from that limited sum a portion may 
disappear into the capacious coffers 
of the Exchequer. To any impartial 
student of efficiency and happiness 
in public life such violent jerks must 
form an_ intolerable proposition. 
Taking everything into account, able 
men will hesitate to run the risk; 
and the State will always have the 
chance of falling back on well-to-do 
mediocrities whose chief recommen- 
dation is that they can pay, or 
needy adventurers who see in this 
high office as in everything else 
resources for the time being, with 
liberal doses of hope thrown in for 
the future. 

If it is true that Mr. Ramsay 
MacDonald and one or two other 
Leaders of the Opposition within 
recent times have had to devote a 
considerable part of their non-parlia- 
mentary time to journalism for the 
express purpose of enabling them to 
do their public work, the nation will 
understand at once that it can gain 
nothing, and must lose much, under 
such a_ system. Parliamentary 


institutions all over the world are 
very specially on their trial. For 
Great Britain the contest between 
vigorous and intelligent use of the 
political machine, and reliance on 
powerful federation of capital or of 
labour in the industrial world, is 
remarkably keen. In each important 
issue in which Parliament fails—and 
many recent debates have left that 
painful impression—there is fresh 
fuel for the fires of possible or actual 
industrial strife. In economic prob- 
lems much of our legislation has 
quite plainly lost its force and its 
leadership. On members of the 
Government and on leaders in opposi- 
tion a great responsibility rests. 
Behind the member of the Govern- 
ment there is a public department, 
with members of the best Civil Service 
in the world; memoranda with his- 
torical summary of each problem, 
and all relevant facts on the present 
position, the daily experience of cap- 
able officials, and constant advice for 
the Minister offered with remarkable 
skill and impartiality. If he fails 
it cannot be for lack of material. 
What of the Leader of the Opposition 
and his colleagues? He and they 
have no public department. In 
place of trained civil servants they 
have the research departments of 
their party organization; but these 
are limited in scope in all parties, 
and already their small resources are 
greatly overworked. To be reason- 
ably abreast of the Government case 
the Leader of the Opposition should 
have time to read works of substance 
in many subjects; analyse thoroughly 
relevant Blue Books and Parlia- 
mentary papers; consult personally 
with authorities in each subject in 
which even general participation is 
suggested; and relate the whole of 
his study and review to the policy of 
the movement of which for Parlia- 
mentary purposes he is the head. 
With Parliament now sitting all the 
year round, for many hours each day, 
any outstanding Parliamentary figure 
must rely on the week-end for such a 
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task. But these week-ends are often 
spent in laborious journalism, or in 
speeches in the country, or in dealing 
with arrears of correspondence—and 
Monday finds a leader mentally and 
physically exhausted. That is bad 
business for his party, for Parliament, 
and for the nation. 

In brief, the removal of financial 
care, or in other words, a reasonable 
security in material things, would 
mean provision for adequate secre- 
tarial and research assistance; time 
for definite study, on which alone 
statesmanship rather than Parlia- 
mentary guerilla warfare can be built ; 
a fair guarantee to the British people 
that in all large issues there will be 
from his lips a considered statement 
of the other side ; and such progressive 
improvement in leadership (irrespec- 
tive of party) as must minister 
effectively to the efficiency of a great 
representative institution. 


Some Reflections on_ the 
Report on Indian Currency 


HE report of the Royal Com- 
I mission on Indian Currency is 
now available. On the main 
point at issue it represents a com- 
promise, but a compromise which is 
surrounded with so many new points as 
to give the whole the air of great 
originality. In view of the passionate 
feelings which Indian currency ques- 
tions have so long roused, it is emin- 
ently satisfactory that all the Indian 
members of the Commission have been 
able to sign it, and that only one of 
them should have found it necessary 
to append (what is incidentally an 
exceedingly able) dissenting minute. 
The gold exchange standard is re- 
jected on the ground that it is not 
sufficiently simple and direct to satisfy 
Indian public opinion. On the other 
hand, the demand for “a _ gold 
standard with a gold currency” is 
also rejected on grounds which are 
completely convincing only if it is 
held that gold currency could only 
have been introduced on the lines of 
the semi-official scheme which was 


183 


placed before the Commission. For 
that scheme contemplated the de- 
monetization of the rupee and the sale 
of an amount of silver equal to thrice 
the world’s annual output. This pro- 
posal seriously alarmed the monetary 
authorities who gave evidence before 
the Commission, which had no hesita- 
tion in rejecting the scheme. But the 
objections to be urged against ‘his 
proposal are not objections which 
could legitimately be urged against a 
gold currency to be built up gradually 
in the future by a future limitation in 
the volume of fresh rupees to be issued. 
Against such a scheme the only valid 
argument is, that there is likelihood 
of a shortage of gold in the future. 
This is, in fact, the main contention 
of the report. The Commission, there- 
fore, recommends what is happily 
called ‘“‘The Gold Bullion Standard” 
by which gold bar in minimum quan- 
tities of 400 ounces in it be sold against 
currency. 

The main interest of the report 
really turns upon the indirect prob- 
lems associated with this proposal. 
They are four in number: the mone- 
tary authority, the problem of the 
reserve percentage, and the place of 
silver in the future Indian currency 
scheme ; lastly, the selling and buying 
prices for gold to be fixed by the 
monetary authority. 

The currency authority of the 
future is to be neither the Government 
nor the Imperial Bank of India, but 
a new Central Bank of Issue. Since 
India is in future to possess a gold 
standard, it is clear that the paper 
currency reserve and the present gold 
standard reserve should be amal- 
gamated, but it does not follow that 
the control of the paper currency 
should be placed in the hands of a 
new institution. The Commission 
urges that to confer the status of a 
true central bank upon the existing 
Imperial Bank would necessarily mean 
depriving it of its usefulness as one of 
the great pioneer institutions of the 
country engaged in “ making available 
to the community the increased com- 
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mercial banking facilities which are so 
urgently needed,” and assisting in 
“fostering, among the people as a 
whole, the habit of banking and in- 
vestment.”” The Imperial Bank 
should, therefore, be wholly com- 
mercialized, and “there are numerous 
ways in which its interests and its 
ability to continue its present policy 
of the extension of branch banking 
may be safeguarded.”’ 

The new bank will then start with 
the advantage of possessing the 
Government’s cash balances, carrying 
on remittance operations for Govern- 
ment, controlling the note issue, and 
—a new and most important point— 
holding the reserve balances of the 
Indian banking system, which, follow- 
ing the American model, are to be 
compulsorily maintained at the new 
bank to the extent of 10 per cent. of 
the demand liabilities, and 3 per cent. 
of the time liabilities of the commer- 
cial banks to the Indian public. The 
issue bank will thus start with a 
considerable equipment of funds, but 
this still leaves open the question 
whether it will be able to exert 
adequate control over the Indian 
money market, not only in the period 
when the seasonal pressure for 
accommodation during the crop move- 
ment makes itself felt, but at all times. 
South African experience, in this 
respect, is not altogether reassuring. 
The whole proposal for the creation 
of a new central bank requires, we 
believe, very careful consideration 
before it is acted upon. 

The reserve problem is not merely 
one of fixing a proper reserve ratio, 
but also one of the adequate composi- 
tion of the reserve. It is thus in- 
timately bound up with the question 
of the future of the rupee. In the 
initial stages of the new currency it 
is clear the bank cannot accumulate 
enough gold or gold assets to back 
the note to the full extent without 
some silver being held in the reserve. 
Consequently a sliding scale for silver 
holdings is proposed which will bring 
down the silver portion of the reserve 
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from a maximum of 70 crores, or 
Io per cent. of the liabilities, in the 
first three years to a maximum of 
25 crores at the end of the tenth 
year. The silver question has ob- 
viously caused the Commission a great 
deal of trouble and thought. The 
notes of the bank are to be gold notes 
and silver is clearly unsuitable as a 
legal asset against such notes. On 
the other hand, it is extremely un- 
desirable to demonetize silver, or to 
prevent conversion of notes into silver 
rupees if such conversion is demanded. 
Further, the existing stock of rupees 
is estimated at 350-400 crores, of 
which sum up to 250 crores may 
be regarded as not primarily serv- 
ing monetary purposes, and, conse- 
quently, might be exchanged for gold 
if, and when, gold becomes the 
standard. How does the report deal 
with these very tangled matters ? 
Firstly, the Government is to under- 
take not to re-issue or coin or put 
into circulation rupees except at the 
request of the bank. This means, for 
the time being, that the problem is 
limited to the existing stock of rupees. 
The bank, next, is to assume a liability 
for redemption of rupees to an amount 
of 50 crores. Since it is to work with 
an effective reserve of 50 per cent., this 
provision in effect means that the 
bank must hold 25 crores more gold 
assets at any given moment of time 
than would be required merely to 
cover its outstanding notes. Against 
this it has the right to return to the 
Government rupees in excess of the 
statutory amount it may hold as 
assets in the reserve, and the Govern- 
ment must give it four rupees in gold 
or gold value for every five rupees 
returned. The result is that in the 
early years of the existence of the 
bank it may hold more rupees as 
reserve than it must assume liability 
for and, therefore, provide gold 
against, to a maximum extent of 
20 crores. When rupees are so handed 
over to the Government the redemp- 
tion liability is diminished by one 
rupee for every five rupees handed 
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over; if the bank desires to increase 
the silver circulation it must add one 
rupee to its redemption liability for 
every five rupees received, and must 
pay four rupees in gold value, i.e. 
notes, gold, or gold securities, to the 
Government. 

All this is undoubtedly very com- 
plicated, but it provides in effect for 
four things: (1) that the bank shall 
always have a margin of gold available 
for the conversion of rupees as well as 
notes; (2) that this liability is com- 
pensated, but on a diminishing scale, 
by the permission to hold silver as a 
reserve asset ; (3) that the liability of 
the Government to redeem rupees, if 
necessary, shall expand, whilst the 
bank’s redemption liability falls off in 
proportion as rupees are redeemed ; 
(4) that the right of the bank to hold 
rupees as a reserve asset shall not fall 
below a specified amount, whilst the 
Government’s liability to redeem in- 
creases as the right to hold rupees in 
reserve falls. The probability is that 
the expanding trade and population 
of India will gradually require all the 
rupees available, so that, even if at 
first the redemption right is made use 
of, ultimately the bank or the Govern- 
ment will be able to re-issue rupees 
bought in. In this connection we 
regard the proposal to re-issue the one 
rupee note as distinctly undesirable. 
The report suggests it “in order to 
popularize the use of notes and to 
prepare the way for dealing with such 
an emergency as a rise in the price of 
silver above the melting point of the 
four rupee.’’ Neither of these con- 
siderations seem as important as the 
consideration that these notes are 
bound to compete with silver. 

The last problem concerns the 
buying and selling price of gold. 
Since the rupee is to be stabilized at 
Is. 6d. gold, the par is given automati- 
cally, viz. 13.3337 rupees to the gold 
pound. The Commission is, however, 
very much exercised over the problem 
of how to prevent the reserves of the 
bank from being drawn on for “non- 
monetary’’ purposes. They, there- 


fore, propose that the selling price of 
gold shall never be such as to give any 
advantage to the importer of gold, 
i.e. to prevent the bank selling gold 
at a cheaper rate than the bullion 
market could do, after importing it 
from London or elsewhere. This, in 
effect, means that when the exchange 
is so favourable to India that gold in 
London can be bought with rupees 
at prices below the gold par of the 
rupee, the bank will sell gold in India 
at par, but when the exchange is 
unfavourable to India, the bank will 
only sell gold in India at prices which 
leave the bullion dealer indifferent 
whether he buys gold from the bank 
or at the commercial price, which 
latter must be high enough to cover 
the loss caused by the exchange plus 
the cost of carriage, etc., into India. In 
effect, the bank proposes to pursue a 
“gold premium policy,” not with a 
view to protecting its reserve against 
a drain arising out of exchange move- 
ments, but with a view to safeguard- 
ing it against the hoarder. This plan, 
of course, represents a practical alter- 
native to the policy of so controlling 
exchange as always to keep it at gold 
import point, for this also would 
allow the bank to import gold with- 
out loss, and still sell it at par. Though 
the first alternative appears to be a 
departure from the orthodox theory 
of the gold standard, it is probably 
right under the circumstances, since 
it requires a less close control over the 
exchanges. 


The Future of an Ancient 
Business 


ENERATIONS of eminent 
(5 merchant bankers have made 

the name of Chalmers Guthrie 
respectable in every part of the world. 
Founded in 1793 it has ever preserved 
that sense of graciousness and dignity 
which pervaded the spacious Georgian 
period. For over 130 years the busi- 
ness was transacted in a charming, 
unobtrusive house in Ido] Lane, which 
remains a model of what a merchant’s 
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counting-house should be. The ad- 
dress of that demure little house is 
familiar to bankers and other traders 
in the furthermost corners of the 
British Dominions beyond the seas, 
America, China, Japan, and divers 
romantically named places where 
English merchants trade. The future 
of a celebrated merchant banking 
business is of some importance to 
the City of London. For as Mr. 
Secretary Addison wrote somewhere : 
“There are not more Useful Members 
in a Commonwealth than Merchants 
They Knit Mankind Together in a 
Mutual Intercourse of Good Offices, 
Distribute the Gifts of Nature, Find 
Work for the Poor, add Wealth to the 
Rich and Magnificence to the Great. 
Our English Merchant Converts the 
Tin of his own Country into Gold and 
exchange Wooll for Rubies. The 
Mahometans are Clothed in our British 
Manufactures and the Inhabitants 
of the Frozen Zone warmed with the 
Fleeces of our Sheep.” Messrs. Chal- 
mers Guthrie’s ramifications greatly 
exceed this list. For instance, they are 
bankers, a form of trade which cannot 
be described by any pleasant plagiarism 
from Mr. Addison’s writings, though 
it is possible to make a copious quota- 
tion from Bagehot to prove it the 
happiest business in the world. 

Not long since Messrs. Chalmers 
and Guthrie left their lovable habita- 
tion in Idol Lane for the modern 
crudities of Threadneedle Street. Not 
content with this considerable change 
they called into their councils several 
eminent men cf whom the best-known 
is Mr. Oswald Falk. Thus reinforced, 
the Board proceeded to make some 
considerable changes in the constitu- 
tion of the company. The decisions 
taken are important and far-reach- 
ing. They provide for a division of 
the business into two parts, both 
bearing the name of Chalmers Guthrie. 
The merchant business receives the 
conjunction “and” together with a 
handsome capital of £100,000. What 
is almost as important it will be con- 
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ducted from the old counting-house 
at Idol Lane. Long may that house 
remain the office of Chalmers and 
Guthrie (Merchants), Limited. The 
names of the new directors of the 
company are also published. They 

include a former Chief Commissioner 
of the North-Western Provinces of 
India, who has proved himself as 
a man of business, a member of « 

famous family of ship-owners, who os 
also considerable experience of public 
affairs. The Caledonian connection of a 
business bearing the names of Chalmers 
and Guthrie is appropriately preserved 
by the appointment of Sir Herbert 
Ogilvy as a director. Prospered with 
so fine a heritage and such capable 
rulers the affairs of Chalmers and 
Guthrie should flourish and abound. 


Mr. Henry Harjes 


N August 21 at Deauville died 
O Henry Herman Harjes, senior 

partner in Morgan Harjes and 
Company. While playing polo, his 
pony fell and rolled over him, inflict- 
ing injuries which proved swiftly fatal. 
Thus ceased a life of great usefulness 
and high achievement. The loss of his 
counsel at this time is of some conse- 
quence to France, for he knew and 
loved that country better than any 
other American, and his experience 
and position enabled him to interpret 
its situation with rare authority and 
sympathy. The services which he 
rendered to France in conjunction 
with other members of the great 
Morgan business are too well known to 
require repetition here. As a private 
gentleman he gave much of his time 
to the affairs of the American Relief 
Clearing House, of which he was pre- 
sident, and which distributed more 
than 86,00%,000 frances in relief in 
France. When America entered the 
war he joined its army as an infantry 
officer, and this was, perhaps, the 
happiest period of his life, for he had 
eagerly urged American participation 
in furthering the Allied cause. 


Owing to pressure on our space it has been necessary to withhold Mr. Choisy’s article on “ The Finances 


of France.’ 


It will appear in our next issue. 
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“The Bank” 
The Passing of Soane’s Buildings 


By R. H. Mottram 


T is said that when a French excavator of the ruins 
of Greece unearthed the body of one of the great 
figures of the Homeric story, he gazed at the linea- 

ments portrayed by the golden death-mask, and cried 
in astonishment: ‘‘ Mais, c’est ma vieille tante, elle- 
méme !” 

Much the same may be our verdict as, delving among 
the parchments and engravings of the last two centuries 
and a half for material to reconstruct the history of the 
Bank of England, we find we are gradually disclosing the 
outlines of an institution which, for all its grandeur and 
importance has something of the domestic familiarity of 
the parish pump. Far-reaching as may be the effect of 
its weekly conclave, unique as may be the figures of its 
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THE MAIN ENTRANCE OF THE BANK 


transactions, it seems never to have acquired that rigidity 
and remoteness proper to the official note-issuing au- 
thority of a great commercial people. It is not the first 
of its kind. The great trading cities of Italy and the 
Netherlands have had institutions roughly analogous, 
which may have served as a model for it. Later, the 
nations which succeeded the temporal and _ spiritual 
Empire, and the offshoots of Europe in the New World 
overseas, all found themselves obliged to provide some 
central banking authority in their divers ways, and in 
accordance with their varying temperaments. None of 
these has had the peculiar authority of the Bank of 
England—an authority which can only be likened to that 
which the mid-Victorian paterfamilias used to wield. 
Their titles may denote some monarchical prestige, such 
as Kaiserliche Kénigliche, or their precise function, such 
as Federal Reserve. But there is not one of them that is 
called ““The Bank,” on the assumption that everyone 
knows what is intended. Its five principal functions are 
more the result of custom and less the result of enact- 
ment than the more defined activities of its peers. Its 
government is vested less in professional banking and 
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trained officialism than that of any “National” bank. 
It is nearer in position and more closely identified with 
the “City” over which it presides than any. 

Its history reveals what is, perhaps, one of the best 
traits in our island character—a genius for sticking close 
to the facts—for treating practical problems in a practical 
way. Hence its renowned Act of 1844, always suspended 
when the circumstances envisaged actually arise; its 
abandonment of some of its branches, and its retention 
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of its private banking business in competition with the 
very banks of which it is the reserve bank. 

How near it came to being something so very different, 
he who runs through its history may read. Its actual 
form was determined in the face of opposition which, if 
successful, would have given us a national bank of more 
or less the continental model. Its founder was, of course, 
not English by any racial test. Its inception was but one 
more instance of the value of a certain leaven of foreign 
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brains and alien personality in the English lump. Further 
reading reveals the vicissitudes through which it has 
passed. What might or might not have happened to it 
if the Stuarts had been stronger, or the House of Hanover 
weaker, is a nice theme for speculation. Originally 
feared, as a possible means of rendering suspect monarchy 
more absolute, it soon became one of the strongest 








FIGURES OVER THE ARCH LEADING TO THE 
BULLION COURT 


safeguards of that conditioned autocracy which has served 
this country so well. 

To anyone who, in 1694, looked in at the “fifty-four 
secretaries and clerks” housed in the Grocers’ Hall in 
Poultry, one of whom, a certain Montagu, is marked in 
the salary list ‘‘ gratis,’ the whole thing must have 
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seemed preposterous. Ifjyou lent money to the Govern- 
ment, recent history showed you lost it! If you took 
Paterson’s advice, you were certainly ruined, and possibly 
starved as well. But a clearer-headed if less imaginative 
man was Godfrey, who defended the infant bank with 
pamphlets, and then took a journey to where the King 





ENTRANCE TO THE STOCK OFFICES 


stood in the trenches, watching the siege of Namur. It 
was necessary apparently, to supervise the transit of the 
pay for the troops. Godfrey was killed at the King’s side, 
‘“‘a bachelor much lamented by his friends,” says the 
inscription on the monument raised by his “sorrowful 


mother.”’ 


The Bank started badly upon its career (no quarter- 
century and few decades of which were to be without a 
crisis) by suspending cash payment. The institution 
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that now seems to us so impregnable, has suffered every 
misfortune from political and economic stress, from 
adverse influence and personal jealousy. 

Yet, English-like, it has survived. In 1734 it moved 
from the Grocers’ Hall to the house of its first Governor, 
Sir John Houblon, in Threadneedle Street. Here it 
erected a statue to its patron saint, William III, when 
its servants, one delights to hear, fired a volley. Here, 
among all vicissitudes, it grew and flourished, until it 
has overspread practically the whole of one London 
parish (St. Christopher le Stocks), and impinges upon two 
more. 

What its early builders feared may still be judged by 
its blind walls, surmounted by a gallery loop-holed for 
musketry. Within, the eighteenth century has had its 
fling, amid constant fluctuation. Great hall and rotunda 
have had their day, the dusky caryatides of the porticoes, 
the cleaner ones of the interior vaulting have looked 
down on constant change, incessant adaptation. And 
this is right. This is life, not death. Above all this is 
English. It is characteristic of the island separated by a 
narrow and effectual channel from the Continent, and 
by a small but distinct trend of life early separated from 
the general affairs of Europe. 

That speeding-up of social and economic change that 
has rendered the twentieth century such a gyroscopic 
adventure does not seem to have impaired the Bank’s 
large adaptability. Its notes had become, perhaps, as 
well known as any species of printed paper that circulates 
the world over. Yet when the day came for the replace- 
ment of the gold coinage by a note issue of £1 and Ios. 
denominations, which compete with its paper as the metal 
currency never did, it showed no signs of having felt any 
shock. Plain and superbly produced, its black-and-white 
promise to pay seems never to have felt the need of 
embellishments in colour, nor the protection of quotations 
from the penal code. 

Or, turn to its premier activity, its management of 
the “Funds” as they used to be called. It saw Consols 
halved in their rate of interest, doubled in price, and 
halved again. It sees them now side-tracked, ousted from 
public favour by national obligations so enormous that 
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they stagger the imagination. The Bank of England 
carries on with its duties. One feels that the immensity 
of the 5 per cent. War Loan will pass, the Funding Loan 
and Conversion Loans be gradually absorbed or sunk, and 
the Bank will still be there. After all, what hands were 
raised in pious horror when Goschen proposed his cata- 
clysmic changes in Consols’ interest. Shall we lack 
Goschens in future ? Let us hope not. Nor yet that long 





THE OLD DIVIDEND OFFICES 


tradition of plain common sense which is the strongest 
trait in the Bank’s actions, and apparently the only 
qualification demanded of its governing body. It has 
known how to modify its principles, and now the time 
has come to modify its actual premises. Not for the 
first time. But characteristically, the blind walls that 
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confront Lothbury and Bart Lane, Princes Street, and the 
Exchange will remain very much as they were. Inside, 
the cranes and gangs are busy, the Bank that generations 
have known will be replaced by new halls, and more 
scope will be given for the ever-increasing operations. 
Now that so much is being pulled down, in order that 
even more may be built up, is not the moment come to 





A MAGNIFICENT FIREPLACE IN THE COURT 
ROOM LOBBY 


make the Bank of England—shall we say ?—vocative, at 

least in some way obvious to the great modern democracy, 

whose very week’s pay depends on that stupendous 

inverted pyramid of credit, of which the Bank is the apex ? 

So long as the franchise extended only to persons in top 

hats and tail-coats, it might reasonably be inferred that 
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THE BASTIONS 


the average elector had some knowledge of what the Bank 
was, and of the vital part it played in his daily life. But 
nowadays? Yet think what a vast mass of historic 
national incident has fermented around those dumb 
stones. Paterson is vaguely spoken of as having supplied 
the idea, Godfrey, we know from history, was far more 
actually the moving spirit of early days, but what says 
the Bank itself ? There, in its courtyard is the statue 
of its founder. None other than William III, “that best 
of Princes,”’ says the inscription, conceived by someone 
embittered by the tortuousness of the Stuarts. Un- 
doubtedly William and his war with the French were 
popular, thoroughly English. But we need not always 
fly so high. The Bank started in the hall of one City 
company, and soon moved to another, which it occupied 
for thirty years. Then it came to its present home, for 
no better reason than the fact that its Governor, Sir John 
Houblon, had his house in Threadneedle Street. What 
was Threadneedle Street ? A twisting lane, even when 
rebuilt after the Great Fire. Here, cheek by jowl, and 
enjoying a quasi-national prestige, was also South Sea 
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A VIEW FROM THE ROOF 


House, opposite Change Alley, where, in a coffee-house, 
Gay, the most popular light opera writer of the nineteen- 
twenties had punted, in 1720, in the South Sea scheme, 
and lost his money. 

Good Sir John Houblon, a serious Fleming one judges 
by his name, little thought what he was bringing into his 
parlour. His house soon had to be remodelled, extended, 
and gradually the whole street lay within the Bank. 
Having survived a suspension of payment and two 
crises, its next fear was the threat of Charles Edward, 
the Pretender, marching south to confiscate the money 
of those who aided the House of Hanover. <A body of 
merchants subscribed to a manifesto, the Pretender 
never arrived, but the day of the news of his capture of 
Derby was the first of several in the Bank’s history to be 
called “Black Friday.’’ Even more immediate was its 
danger during the Gordon Riots, when volunteers success- 
fully defended it. Never since has it been left without 
military guard. More peaceful, but far more important, 
scenes were the renewal of its Charter by George IT and 
the establishment of 3 per cent. Consols in 1750. 
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Three more crises intervened between 1745 and that 
great phase of the war with the new France of the Revolu- 
tion. Again cash payments had to be suspended, this 
time so seriously as to bring about the Bank Restriction 
Act, of which every clause now horrifies the reader, but 
which, in fact, gave bank notes their present position. 
The peace, as we now know, was bound to be more trying 
to the Bank than war, and from Waterloo onward the 
crises that fell upon the Bank were so frequent as to give 
rise to the theory of the Credit Cycle. They included 
another Black Friday in 1866, and the last, but not least, 
in the Baring crisis of 1890. 

Now are these after all, the most significant things ? 
Is there not more value in one of those scenes of 
that colossal reign of sixty years, when Imperial domes- 
ticity, surrounded by emblems of wealth and power 
its bellicose ancestors had never known, would drive 
to the Mansion House to bless an orphanage cur smile 
upon a scheme for making Albert more obviously 
immortal ? 

Let no one lay it down that in London, with its atmo- 
sphere so notoriously unfavourable to statuary, we should 
see all this pregnant history in fresco. But is there no 
way of making so moving a tale have its natural and 
necessary influence on public opinion and perhaps on 
financial morals? If there is, the moment is now. It 
would be well. It might be wise! 

Of its future who shall guess the ultimate venue ? 
There is something in the English character which assorts 
so ill with formal nationalization. It is probable that the 
Bank is already sufficiently associated with the policy 
of the Government of the moment. The tendency of 
economics to supersede politics emphasizes rather than 
diminishes the necessity for a consistent and continued 
policy. The Bank may long remain one of the constant 
phenomena of our national life, one of the landmarks of a 
London in which buildings rise and fall with a motion 
almost as continuous as that of the sea. There is already 
something more national about the Bank than about 
many a newer institution that bears the adjective for 
its title. The Old Lady may not be eternal. But she has 
a way of looking as if she were. 
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A Diary of Events 


To the man who takes a keen interest in public affairs and current 
economic events there are few dates that become lodged in the memory, 
apart from the birthdays of members of his family and perhaps his 
wedding-day. He cannot afford to load his mind with details of 
largely extra-professional occurrences that would render him little 
more than a compendium of dates. It is for the benefit of the wise 
man who husbands his mental resources that we propose to publish 
in each issue a monthly diary of events, the first of which is presented 
herewith. Two things we are not aiming at: inclusiveness and com- 
mentary. We do not propose to supply information of the kind that is 
readily accessible to those with the smallest knowledge of references. 
Moreover, on those matters to which we advert in this section there 
will be no commentary, and only the briefest digest of outstanding 
points, intended as a guide to fuller information. Having fixed the 
date of a particular happening it is easy to trace the details in readily 
available publications. We intend this diary, therefore, as a work of 
reference, to help the busy man to lay his hands, in the shortest possible 
time, on the facts relating to some important financial or economic 
event in which he happens at any given moment to be interested. A 
work of this kind is as necessary to the keen man of affairs as a good 
almanac or a telephone directory. How far we succeed in meeting the 
need, time alone can tell. Many changes may be necessary as experi- 
ence teaches what the diary lacks or wherein its contents are redun- 
dant. We would invite our readers who are interested in this project 
to accord us the benefit of their advice. Only the critic, profiting by 
experience, can offer suggestions. The author’s lot is to stand behind 
the curtain and await the verdict. 


Mid-July to Mid-August 


On July 13 the Chancellor of the Exchequer announced the terms of an 
agreement with M. Caillaux on the French war debt to Great Britain. 
a The schedule of payments in respect of £600 millions 
Debt net debt provides for annuities, covering interest and 
principal, of £4 millions (plus {2 millions already in 

London), £6 millions, £8 millions and {ro millions in the first four 
years respectively, {124 millions in each of the next twenty-seven, 
and {14 millions in each of the next thirty-one years, payments to be 
made on September 15 and March 15 in each year. The remaining 
£534 millions of indebtedness, secured by gold deposited during the 
war and re-exported to the United States, is to be regarded as interest- 
free debt, to form the subject of separate negotiations. Great Britain 
agrees to the principle of reconsideration in the event of cessation or 
reduction by more than half in reparation payments. (For full terms, 
see Cmd. 2692 of 1926, H.M. Stationery Office, 2d.) The agreement is 
subject to ratification by the French, but not the British Parliament. 
M. Briand’s tenth cabinet, of which M. Caillaux was a member, 
resigned on July 17, at the age of less than one month. Two days 
later M. Herriot formed a Government, with M. de Monzie as Finance 
Minister. This Government only just survived its birth, and on 
July 23 M. Poincaré announced the composition of his “ Ministry 
of National Union,” he himself taking the portfolio of finance. On 
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August 3, Mr. Churchill announced that M. Poincaré had undertaken 
to present the debt agreement for ratification as soon as possible, and 
in any case not later than immediately after the approaching recess. 
Steps were taken to press forward this procedure, but the final decision 
was postponed. 
As part of the plans for financial reorganization, the Belgian State 
railways have been handed over to the newly constituted Belgian 
, ., National Railway Company. The Government holds 
peng on the ordinary capital of 1,000 million francs. Some 
of the 20 million preference shares of Fr. 500 each were 
available in London at par during August, while further substantial 
blocks were taken over for public subscription in Switzerland and 
Holland. These shares are entitled to an income tax-free dividend of 
6 per cent. per annum, guaranteed by the State, and to participate in 
surplus profits. Should the franc depreciate to more than 175 to the £ 
the rate of dividend will be increased proportionately. Management of 
the railways will be in the hands of a Council — by the Crown. 

With a view to reducing the floating debt, the Government issued 
a decree requiring Belgian holders of Treasury Bonds immediately or 
shortly falling due to accept in exc hange either preference shares in the 
National Railway Company or new 5 per cent. Treasury Bonds. It 
was announced on August 16 that three-quarters of the Treasury 
Bonds covered by the order had been converted into Railway 
preference shares. 

On July 16 the Bishop of Lichfield addressed a letter to the Prime 
Minister informing him of the acceptance by the executive of the 
Miners’ Federation of the scheme for a settlement of the 

Developments © dispute worked out by a committee of representa- 
in the Coa! tives of the Christian churches. The plan included 

Dispute resumption of work on the pre-dispute terms, with 

Government assistance for a short period, during which 
attempts should be made to reach a final settlement on a national 
basis. Failing this result the points in dispute were to be submitted 
to arbitration. The Prime Minister, in his letter of July 17, expressed 
the Government’s opposition to giving any further financial assistance 
and therefore declined to communicate the proposals to the mine- 
owners. 

The miners’ delegate conference decided on July 30 to submit the 
churches’ proposals to the districts with a recommendation in favour 
of acceptance. On August 10 it was announced that the decision was 
adverse to the proposals, but only by a small majority. Accordingly 
a further delegate conference was called for August 16, and on the 
following day the delegates, by a majority roughly in the proportion 
of six to five, empowered the executive committee to enter into full 
negotiations with the owners and the Government, with the provisos 
that any settlement reached must be national in scope and must be 
submitted to the districts for final acceptance or rejection. An abortive 
meeting with the owners’ representatives took place on August 19 
On July 20 Mr. Blythe announced the decision of the Free State 
Government, acting on a recommendation of the Banking Commission, 

; : to accept the Bank of Ireland’s offer of £203,000 for its 
= National interest in the National Land Bank. The Bank was 
and Bank : : ea ‘ 

founded by the cabinet of the first Dail in 1919, chiefly 
with the object of financing purchases of land, and the capital of 
406,636 shares of {1, with ros. per share paid up, was held by the 
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Government. Deposits amounted on December 31 last to {1} millions. 
The Bank of Ireland will continue to operate the Land Bank, at any 
rate for the time being, as a separate institution. 
On July 21 a reduction in the discount rate of the Bank of Java by 
} to 4 per cent. was announced. The Portuguese Treasury on July 27 
sanctioned a reduction from 9 to 8 per cent. in the 
Bank Rate Ania : ) : 
Changes discount rate of the Bank of Portugal, following the 
authorization of an increase in the note issue. On 
July 31 the Bank of France raised its discount rate by 1} to 7} per 
cent. and the rate on advances by a similar figure to gf per cent. 
The Bank of Danzig reduced its rate on July 29 by } to 53 per cent. 
The Austrian National Bank reduced its rate by 4 ring 7 per cent. 
on August 6. The rediscount rate of the Fede val Reserve Bank of 
New York was raised on August 12 by } to 4 per cent., thus bringing 
it into line with the rates in force at the other eleven Reserve Banks. 


SEVERAL municipal loans were issued during July and were accorded 
a mixed reception, underwriters being left with large proportions in 
. , some cases. In addition, only one-quarter of the South 
——— African £4 millions of 5 per cent. inscribed stock, issued 
at par, was taken up by the public. The Government 
of Westph uia 7 per cent. £ bonds, £835, 000 of which were offered at 
983, and the Counties of Hung: iry £1} millions of 7} per cent. £ bonds 
at 98 were over-subscribed. Among industrial public issues, the 
Morris Motors (1926) 3,000,000 7} per cent. cumulative preference 
shares at par, and the {1,800,000 of 6} per cent. mortgage debenture 
stock of the Anglo-Canadian Pulp and Paper Mills, offered at 99, were 
eagerly taken up. On the other hand, the Perak River Hydro Electric 
Power Company’s 7 per cent. participating debenture stock, {1,275,000 
of which was offered at 96, was left to the extent of four- fifths with the 
underwriters. 

According to statistics compiled by the Midland Bank, which ex- 
clude British Government borrowings for national purposes, the 
amount of new money raised in Great Britain during July was {26} 
millions, the largest July total since 1920. The seven-months’ total 
was {158} millions (£141 millions last year), of which £84} millions 
(£94 millions) was for employment in the United Kingdom, £1} millions 
(£3 millions) in India and Ceylon, £39. millions (£ 32 millions) in other 


J 
British possessions, and £3 31 millions ({12 millions) in foreign countries. 
334 


THE report of the Royal Commission on Indian Currency and Finance 
was published on August 3. The main recommendations were the 
Sadien statutory recognition of Is. 6d. as the par rate for the 
Currency and rupee; the institution of a gold bullion standard as 
Exchange pposed to the gold exchange standard ; and the ultimate 
foundation of a Reserve Bank of India, to undertake note issue with a 
proportionate gold reserve, control of credit and currency, and all 
Government remittance business, and to hold Government balances. 
The Imperial Bank, it is suggested, should continue to operate as a 
commercial banking institution. (Cmd. 2687 of 1926, H.M. Stationery 
Office, 2s. 6d. A lengthy minute of dissent, by one of the Indian 
members, is appended.) The Indian Government undertook, con- 
currently with the publication of the report, to introduce a Bill at the 
coming session of the Legislature to legalize the new rupee rate and 
in the meantime to maintain the exchange within Is. 6,5,d. and 
Is. 5}d., the gold points on a Is. 6d. basis. Decisions on the other 
recommendations are deferred. 
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Banking in America 
By Our American Correspondent 


Europe's Debts to America.—Recent financial develop- 
ments in France have served to bring the allied debt 
question to the fore and to make it expedient to review 
the whole matter from the American standpoint. Euro- 
pean criticism of the American attitude respecting this 
matter appears to rest upon the following grounds : 

1. The United States entered the war at a very late 
date. 

2. Loans made by the United States to European 
Governments were properly contributions to a joint cause. 

3. America derived a large monetary profit from the 
war. 

4. Europe was led to expect, from the statements of 
President Wilson, that the United States would join the 
League of Nations, and would form an alliance with 
France and Great Britain for the protection of the former 
country against German aggression. This expectation 
was not fulfilled. 


Truth of the first of these statements does not admit 
of denial. America did enter the war at a late date. But 
there were several reasons why this could not well have 
been otherwise. Whether correctly or not, the war was 
viewed at the outset as a quarrel of purely European 
concern. This view was, perhaps, less tenaciously held 
along the Atlantic seaboard than in the Middle West— 
the latter being in more remote contact with Europe 
than the former, but very powerful politically. The 
President, too, was opposed to war, as shown by his 
numerous utterances pointing that way. He enjoined 
the people of the country to be neutral in thought as 
well as in action. His political adherents, in the cam- 
paign for his re-election in 1916, made much of the fact 
that “he (President Wilson) kept us out of war.” Asa 
matter of fact, in a few weeks after his second inaugura- 
tion, he went before Congress and asked for authority 
to-declare war against the Central Powers. 
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It must not be inferred from America’s tardiness in 
entering the war, that a large section of the people were 
indifferent and unsympathetic toward Europe. On the 
contrary, large numbers, under the militant leadership 
of Theodore Roosevelt, were eager to see America take 
its place in the field beside France and England. Cer- 
tainly had Roosevelt been President, war would have been 
declared against Germany when the Lusitania was sunk. 
Very likely he would not have waited until that time. 
Mr. Wilson cherished, for a long time, the mistaken but 
sincere belief that he cou'd hold German aggression in 
check by peaceful means. The course of events and a 
growing public opinion forced him finally to recognize the 
futility of such a belief, and reluctantly he went to war. 

Without seeking to excuse America for its delay in 
taking part in the war, the opinion may be hazarded that 
this delay probably worked to the advantage of the Allied 
Powers in the long run, and for the following reason: 
At the outset of the struggle the need of France and 
England was less for troops than for food and munitions. 
To this need America was able to respond, and to the 
greatest extent, because her energies were not then 
absorbed in preparation on her own account. At a later 
date, when the demands of the Allied Powers for food, 
munitions, and other supplies had been measurably met, 
and when more men were required to replace those killed 
and wounded, America came forward and met this 
demand. In pointing out this view the fact is not over- 
looked that, had America intervened sooner, the conflict 
might have been brought to a speedier end and many 
lives spared. 

Just a word about ‘America won the war.’ No 
thoughtful American makes such a claim. Here is what 
he does claim : that against an enemy weakened by several 
years of Allied resistance, America gave to Marshal Foch 
practically unlimited fresh effective reserves. From a 
military standpoint there could possibly be but one 
result—the speedy defeat of Germany, and this is what 
happened. 

Now as to the loans. It must be understood that in 
discussing these, reference is made solely to those sums 
advanced by the United States to France, England, and 
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other of the Allied Powers. Private loans are excluded. 
If at the time of granting these advances there was any 
express or implied understanding that they were not to 
be regarded as loans, but as “contributions to a common 
cause,’ then America has neither legal nor moral right 
to demand payment. That they were considered at the 
time as loans pure and simple, the nature of each specific 
obligation clearly shows. True enough, in view of all the 
circumstances, an appeal to American generosity might 
well have been made; and had this been done at the right 
time and in the proper way, the appeal could hardly have 
been in vain. Unfortunate ly, heated language and abuse 
were employed, and the people of the United States were 
denounced to the world as greedy “Shylocks.’’ England 
took a different course. After the adroit Balfour Note, 
which sought very astutely to shift the blame for the 
whole de bt situation upon the shoulders of the United 
States—forgetting quite conveniently that the debts were 
incurred in a European war for whose origin the United 
States were not responsible—England set to work to 
make the best arrangements possible with her creditor, 
and to provide for meeting the obligations. The attitude 
of England was thus substantially stated by Mr. Baldwin 
in the House of Commons : “ Having put their hands to a 
contract, there was nothing left for Englishmen to do but 
keep their word.”’ A number of the smaller European 
nations viewed the matter in the same light, and acted 
accordingly. Hard as the conditions seemed, it is believed 
that in every case the nations which adjusted their debts 
to the United States at the earliest practicable moment 
followed the wisest course, and that their position is now 
better—far better, in fact, than the country which 
delayed its settlement indefinitely. 

There are just one or two other phases of this trouble- 
some question remaining to be considered. In the first 
place, Europe has expected America to cancel the debt. 
There seems to be an impression among the debtor 
countries that the sums advanced were taken out of the 
overflowing Treasury of the United States. As a matter 
of fact, the Treasury borrowed these funds from the 
American people and must pay them back. If the means 
for meeting these payments do not come from the 
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European debtors, they must be provided by taxation 
of the people of the United States. It is hardly practical 
politics even among people as altruistic as are those of 
the United States to tax them to pay what are, legally 
at least, the debts of other people. 

There is the further question, of course, whether in 
the final analysis the debts can ever be paid. The 
inability of the debtors to make payments and the 
unwillingness of creditors to receive them are matters 
yet to be determined. So long as the present tariff policy 
of America remains unaltered, it is difficult to under- 
stand how the debts are to be paid. Probably when the 
first adjustment of their debts has been mé ide by all the 
countries indebted to the United States, it will be found 
necessary to call a general economic conference for a 
re-examination of the whole problem in the light of 
further experience. Present sentiment in the United 
States is against participating in a conference of this kind 
until a settlement has first been made of existing debts. 

As to the huge profits America made out of the war, 
it is enough to say that prior to the war the public debt 
was less than one thousand million dollars, from which 
modest point it speedily rose during the war to over 
twenty times that sum. E ven should one-half of this be 
recouped from Europe the “profit’’ is not apparent. 

The final count in Europe’s indictment of the United 
States is less easy to dispose of, for President Wilson 
undoubtedly created the impression that the United 
States would shoulder its part of Europe’s political 
burdens left as the war’s aftermath. He made virtual 
promises which he was unable to carry out. No doubt he 
sincerely believed that his influence was so great with the 
American people that he could make these promises 
good. In this he was mistaken. The people of Europe 
are not to be blamed for their trust in Mr. Wilson's 
promises. The statesmen of Europe, however, were not 
ignorant of the American Constitution, and knew that 
the President was powerless to bind the country in a 
foreign treaty without the Senate’s consent. They 
likewise had early notice from members of the Senate in 
sufficient numbers to foreshadow the defeat of the League 
of Nations compact. 
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All this is rather ancient history, but it has a direct 
and important bearing on this vexing debt problem. 

Let it be said, as a final word, that the European 
situation has developed in a way to divert American 
capital from that quarter of the world and turn it toward 
South America. To what extent this tendency will 
continue must depend upon the course of affairs across 
the Atlantic. 

Labour Troubles in New York.—That the relations 
between employers and employed in various American 
industries have not as yet reached the condition of 
complete harmony commonly supposed appears from the 
recent subway strike in New York, and from other 
sporadic strikes from time to time. Some of these dis- 
turbances have had their origin in the increased cost of 
living since the Great War, but recently this cause does 
not afford an explanation of them, since the index price 
of commodities has been on the downward trend. 

English readers will be surprised to learn, perhaps, 
that in New York and other large cities generally in this 
country, the zone system of travel in use on the other 
side of the water does not prevail among the city transit 
lines. In other words, whatever the distance, the fare is 
the same. One may ride practically without limit up 
or down on the subway and elevated lines in New York 
for a single fare which for long years has not exceeded 
five cents. Although it is realized that this low fare is 
insufficient, there is a popular prejudice against in- 
creasing it; and, as a matter of fact, the deficit caused 
by the low fare is now being made good in part out of 
the general fund derived from the taxation of property. 
In effect, this may mean that those who do not use these 
transit lines must pay for those who do. 

Besides the New York subway strike, we are having, 
now and then, strikes in certain branches of the textile 
industry, among the garment workers, and a coal strike 
with considerable frequency. The railway employees, 
too, are looking for higher wages, but a strike among 
them may be avoided through the offices of the New Board 
of Mediation already described in this correspondence. 

Quite probably we have succeeded in working out in 
this country more amicable relations between employers 




































2 PRC SIRI 








BANKING IN AMERICA 213 


and employed than generally exist in other countries. 
But from this it would be a mistake to infer that no 
controversies or strikes are to be expected in the future. 
American labour, with few exceptions, is quite con- 
tented at the moment; but all of this content does not 
proceed from the conviction on the part of labour that the 
capitalist has suddenly been transformed from the 
tyrant he was looked on as being in the past to a being 
of pure benevolence. Labour in the United States is 
satisfied, or at least contented, because employers, by 
reason of long-continued prosperity, have been able 
substantially to grant all the demands their employees 
have made upon them. So long as this prosperity remains 
undiminished, the present level of wages can be main- 
tained. But few thoughtful observers regard the present 
situation as permanent. It is believed that, inevitably, 
there will come a time of more or less general depression, 
when wages must fall from their present high level. In 
considering the future economic situation in America this 
contingency must always be taken’into account. 

Branch Bank Bill Fails.—Congress adjourned early in 
July, not to meet again until December, unless sooner 
convoked in special session by the President. Up to 
almost the last moment of the late session it was 
expected that the bill providing for branches of national 
banks and for the re-charter of the Federal Reserve 
Banks would pass both Houses, receive the approval of 
the President, and become a law. But the House and 
Senate were unable to agree on the provisions of the bill 
relating to branch banking. 

The measure, as amended from time to time by one 
branch of Congress or the other, finally became so com- 
plex that it was difficult to crystallize opinion both 
among members of Congress and among the bankers of 
the country respecting its merits. In a general way it 
may be stated that the purpose of the bill was to extend - 
to national banks the privilege of establishing branches 
in the city where the head office is located (with certain 
restrictions, according to population), and only in those 
States where the State law permits branches of banks 
organized under local laws. The bill, as amended by 
the House, granted like authority to national banks in the 
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matter of establishing branches, but sought to limit the 
creation of additional branches of State banks by denying 
to the parent banks membership in the Federal Reserve 
System. General branch banking, as known in most 
— countries, was not favoured either by the House 

r Senate. At present, opinion in the United States, 
among bankers themselves, does not favour this general 
extension of branch banking. The many thousands of 
small unit banks would strongly oppose intrusion into 
their respective fields by the big banks of New York, 
Chicago, Philadelphia, Boston, and other large financial 
centres. If the measure under consideration finally 
becomes a law, the extreme grant of authority for a 
national bank to establish branches will not extend out- 
side the borders of the State wherein the city containing 
the parent bank is located. Most likely the restriction 
will be even closer, confining the branches to the city or 
county where the main bank has its office. 

The anomalous situation at present existing appears 
from the fact that twenty-one States permit branch 
banking, generally with some restrictions; seventeen 
States prohibit branches ; and ten States neither prohibit 
nor sanction branches in their banking codes. National 
banks are not allowed to have branches, except that 
when a State bank changes its form of organization into 
a national bank, and consolidates with another national 
bank, existing branches of the State bank may be 
retained. 

At the close of December, 1925, there were in existence 
2,572 branches of banks, of which 332 were branches or 
offices of national banks. For while, as above stated, 
national banks may not have branches except with the 
limitations noted, they may, under a ruling of = Comp- 
troller of the Currency, have branch “ offices” ‘agen- 
cies,’ where deposits may be received and p Doel paid. 
The express legal position of these quasi branches has 
never been determined. 

In trying to understand this question, it must be borne 
in mind that Congress cannot prohibit State branch 
banking. All it can do is to control the number of 
branches of a State bank belonging to the Federal Reserve 
System. Membership in the latter is voluntary on the 
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part of the State banks, but compulsory on the part of 
national banks. If the bill becomes a law, State banks 
may have to decide which is the more valuable privilege 

-the unrestricted right of establishing branches, or 
membe rship in the Federal Reserve System. 

Present failure to re-charter the Federal Reserve 
banks is unimportant, as the charters of these banks do 
not expire until 1933. 

Change in New York Clearing-House Rules.—After 
August 2 some important changes become effective in the 
rules of the New York Clearing-House. Of chief interest 
is the modification of the rule relating to charges to be 
imposed by the banks for exchange and the collection 
of out-of-town cheques. For some years the banks 
having membership in the Clearing-House Association 
were compelled to make such charges. The matter is now 
left to their discretion. A special committee appointed 
to consider the subject gave the following reasons for 
the change: ‘ “Recognizing that many members desire 
the removal of the restrictions on the natural flow of 
funds to New York, a recommendation has been made to 
make exchange and collection charges discretionary on 
all points. After consideration, it is our opinion that the 
elimination of such charges will attract deposits to New 
York and place each member on a more equal footing 
with non-members and other institutions in the adjacent 
territories. We further feel that the benefits which can 
be derived from interest adjustments, and the increased 
deposits, will more than effect the income derived from 
the exchange collected.”’ 

One effect of the rule heretofore existing has been 
to cause the opening of accounts in nearby cities where 
such charges were not imposed. Another result of it 
was to permit the bank no discretion in accordance with 
the size and profit of an individual account. Further- 
more, the account might be largely composed of out-of- 
town cheques, deposited for collection, or it might be in 
cash or local funds and comprise but few outside cheques. 
In each case the charge was compulsory. Now the 
banks may handle each case on its merits and in accord- 
ance with the value of the account and the time and cost 
which the collections involve. 
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All cheques taken by the Federal Reserve Banks for 
collection are payable at par by banks’ members of the 
Federal Reserve System. The Federal Reserve Banks have 
also undertaken to make free collection of all cheques 
for their members, and have endeavoured to compel 
non-member banks to remit at par for cheques drawn 
against them. On refusing to do so—as has frequently been 
the case—presentation of the c heques to the drawee banks 
over the counter has been made. This has resulted in 
occasional legal controversies. The free collection service 
of the Federal Reserve Banks, and the recent modifica- 
tion of the New York Clearing-House rule, point to a 
tendency to give freer circulation of banks’ cheques as 
credit instruments. At the same time the rule under 
discussion was modified, a change in the method of fixing 
interest rates was made. The new rule reads as follows : 
“Interest rates applicable to all classes of deposits, 
except special interest accounts, to be fixed by the 
Clearing-House Committee, and the maximum for special 
interest accounts raised from $10,000 to $15,000.” 

This change makes the maximum rate of interest less 
dependent than formerly upon the Federal Reserve 
Banks’ discount rate. “Special interest accounts”’ are 
savings accounts, and the extension of the size of these 
accounts is for promoting thrift. 


Banking Appointments 


Mr. JAMES GOURLAY has been appointed a director 
of the Bank of Scotland. The Earl of Elgin and 
Kincardine, a former extraordinary director of the 
Royal Bank of Scotland, has now been elected an 
ordinary director of that bank. 


The Hon. Lovel William Coke has been appointed a 
director of Reeves, Whitburn and Company Limited. 


Mr. Dale M. Parker has been elected a director of 
M. Samuel and Company Limited. 


Mr. H. W. Phillips has been appointed general 
manager of Chalmers and Guthrie (Merchants) Limited. 
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The Development of Polish 
Banking 
By Felix Mlynarski 


Vice-President of the Bank of Poland 


development of Polish banking. 
The first is the pre-war period during which 
the figures pertaining to the numbers of Polish banks 
and their balance sheets are as follows : 


| em main periods may be distinguished in the 


POSITION AT THE END OF 1913. 
(In Millions of Gold Zlotys.) 


No. of No. of 
banks. branches. 


Deposits of Credits 


Capital. all kinds. granted. 





Former Russian Poland to 33 234'1 628°8 549°3 
Former Austrian Poland 9 5 83°0 194°3 2318 
Former Prussian Poland 5 I 23'°5 1036 104°3 
Total on Polish Territory 24 39* 340°6 926°7 885°4 


* Including 7 town branches and 7 agencies. 


A comparison of the capitals of the banks with the 
total amount of deposits shows that the former con- 
stituted 36°8 per cent. of the latter. The principal 
Polish banks before and during the war were : 


CAPITAL. 
After change In 
(In Millions of Zlotys.) of currency I913. 
in 1925. 
Bank Handlowy (Bank of Commerce) in Warsaw ad 130 84°3 
Bank Dyskontowy Warszawski (Discount Bank of 
Warsaw) ; os 12°8 419 
Bank Handlowy (Bank of Commerce) at Lodz ee _— 416 
Akcyjny Bank Hipoteczny (Mortgage Bank Joint 
Stock Co.) at Lodz .. 6°2 21°0 
Bank Zwiazku Spolek Zarobkowych (Union ‘Bank of 
the Co-operative Societies) at Poznan 22°0 74 


Thus some banks lost five-sixths of their eapital 
during the period of inflation, others one-third, but the 
Union Bank of the Co-operative Societies succeeded in 
considerably increasing its capital. 
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Before the war joint stock banks were active in many 
towns and industrial centres. The demand for credit in 
the provinces was met by co-operative credit associations 
(4,234 co-operative credit associations with a capital of 
2035 million gold zlotys) and savings banks. With 
regard to long- term credits the Towarzystwo Kredytowe 
Ziemskie i Miejskie (Rural and Municipal Credit Asso- 
ciation) was active in addition to some of the principal 
banks. Neither the Polish banks nor the highly-developed 
co-operative credit associations were able to meet the 
pre-war demands of credit on Polish territory. Therefore 
forty-three branches of big foreign banks carried on 
ope rations side bv side with the Polish banks, and took 
over the greater part of credit operations in Polish 
territory. Without taking into consideration the credits 
granted by branches of foreign banks the amount of 
credit facilities accorded to economic interests of Poland 
before the war totalled ten times more than the monetary 
circulation during the same period (815'2 million zlotys 
on March 31, 1926) as is shown by the following table : 


TotaAL AMOUNT OF CREDIT ON TERRITORY NOW FORMING PART OF THE 
POLISH STATE, 


(In Millions of Zlotys.) Pre-war. Percentage. 
Three banks of issue. . ie wi KS - 426°0 52% 
Polish joint stock banks = ba 849°5 10°5% 
Co-operative associations and savings ; banks o« 28270 22°5% 
Long-term credit institutions ne ie so, §8zo 61°8% 
Total de oa Gites 100°0% 


The above statement shows that the pre-war basis of 
the credit system of Poland was the long-term credit 
amounting to nearly two-thirds of all credits, and in the 
former Prussian provinces even to 71°9%. 

The second period of the banking history of Poland, 
passing over the period of the Great War, is made up of 
the inflation years (1919-1923). This period was 
characterized by an extraordinary increase in the number 
of banks and their staffs; a yearly growth in commercial 
costs, a fall and, finally, almost a disappearance in bank 
deposits ; a loss of the greater part of the banks’ capital, 
and the immobilization of banking capital owing to its 
absorption in immovables, shares, and stocks. 
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The increase in the number of banks is illustrated by 
the following table : 


NUMBER OF BANKS IN FIGURES. 


(The dashes denote lack of data.) 


Banking Home Foreign 
Institutions. Branches. Branches. 
1919 — nr af ie Phe 37 aa a 
1920 a oe os aia aha 55 208 — 
1921 as ne aca si ew 86 400 — 
1922 ae a at ae - 104 523 33 
1923 ro ee ae és ar III 655 52 


Speculation on the money market, gambling with 
crashing shares for fractional sums, and the feverish 
speed of monetary turnover during the period of inflation 
compelled the banks to increase their staffs and in many 
cases they took on emergency staffs without adequate 
banking and technical qualifications. 

The increase in overhead charges is illustrated by the 
percentage of these to interest and commission collected 
in union banks : 


1921 ae ve oe si ~« gs6% 
1g22 oe ee — nr — Sa, 
1923 oe — eu a ss 950", 


The percentage of overhead charges to the amount of 
money in circulation was as follows in union banks : 


December 31, 1921 Be oi eid 67% 
December 31, 1922 ca “ -« 22e% 
December 31, 1923 ae a .<. 225% 


The funds of foreign banks fell so rapidly that the 
close of the inflation period found them almost dis- 
appeared (reckoned in zlotys at the average rate of the 
dollar on the Warsaw exchange during the ‘last week) : 


IN THOUSANDS OF ZLOTYsS. 


i ‘ Short- anc Jue 
Balance Sheet Number I . Due to 
Long-term Correspondents 
for the year. of Banks. aes 
Deposits. and Creditors. 
1913 — se ‘a os 17 454,250 470,600 
191g o. ee ee oe 34 105,037 66,798 
1920 ig i a wa 49 76,090 82,188 
192I re et = Per 69 71,016 70,22: 
1922 és ics ie is 82 37,120 49,963 
1923 pa me ie ‘ie 84 8,965 25,853 


Q2 
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The extent of the losses incurred in the capital of the 
banks could only be established after the balance sheets 
had been revalued during 1924 and 1925. The combined 
balance sheet of eighty-five of the big joint stock banks 
showed on July 31, 1925, a capital of 157 million zlotys, 
while the above statement shows that the pre-war capital 
of only twenty-four banks amounted to 340°6 million 
zlotys. 

The extent of the immobilization of capital is illus- 
trated in the following statement (the figures are taken 
from the combined balance sheet of eighty-three banks) : 


On the debit side: Capital .. , 157 million zlotys. 





On the credit side : movables and immovables <x 25g6 
Shares and stocks a .<, aay 

Securities i re Si 290 

Total .. <a S58 


Thus the immovable property, shares, and securities 
owned by the banks exceeded their capital by 11°5 per 
cent. 

The third period in the banking history of Poland is 
characterized by the development of the banks during 
the years of complete stabilization of Polish currency 
(1924 to July 31, 1925). 

The progress of Polish banking during this period 
made it possible for the Bank of Poland to be founded. 
With the purpose of carrying through the currency 
reform and of regulating the circulation of money, the 
Bank of Poland began business in 1924, and was 
entrusted with the liquidation of the Polish State Loan 
Bank, which carried on operations during the German 
occupation. The monetary unit of the Polish Republic 
is the “zloty,” containing 9°31 grs. of pure gold. The zloty 
is divided into 100 grosz. The Bank of Poland is a joint 
stock company with a subscribed capital of 100 million 
zlotys divided into a million shares of 100 zlotys each. 
By virtue of Article 46 of the Statutes the bank holds the 
exclusive privilege of issuing banknotes which are legal 
tender, and have the power of amortizing all obligations 
of payment. This privilege has been accorded for a 
period of twenty years, i.e. up to December 31, 1944, 
but it may be extended for a further period by special 
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law. The State Treasury enjoys non-interest bearing 
credit only to the extent of 50 million zlotys. The bank 
has forty-eight branches, fifty-four agencies, and thirty- 
eight foreign correspondents. The calendar year is the 
financial year of the bank, which issues a balance sheet 
at intervals of ten days. The most important items of 
the two first yearly balance sheets of the Bank of Poland 
are given in the following table : 


IN ZLotys. 
December 31, December 31, 

Assets. 1924. 1925. 
Gold in bars and coin .. 103,362,870 133,641,486 
Foreign currencies and balances Ww ith “foreign 

banks ia on - re .+ 269,045,551 69,703,653 
Bills discounted .. ; re i .. 256,954,853 289,385,841 
Loans against securities ae és -. 31,975,266 36,230,895 

Liabilities. 

Subscribed capital is re i .. 100,000,000 100,000,000 
Banknotes in circulation me -+ 550,873,960 381,424,600 
Current accounts and other li abilities . . -- 69,283,057 100,953,955 


During the period of stabilized currency the position 
of the banks gradually improved, as is shown by a con- 
siderable increase in the amount of transactions, deposits, 
and credits. 

The gradual increase in banking transactions is 
evident from the increased total of the balances at forty- 
three union banks in 1924 and at thirty-seven in 1925. 


AMOUNT OF BALANCE IN MILLIONS OF ZLOTYS. 


May 31,1924 .. oa sie .. 3004 
December 31, 1924 ve “ «« 6576 
July 31, 1925 .. ws ‘a -« Jes 


During this period deposits of all kinds increased in 
four union banks more than fourteen-fold, i.e. from 21°5 
millions (January 31, 1924) to 305°9 million zlotys 
(July 31, 1925). Quite remarkable was the rapid growth 
of long-term deposits, which increased over forty-fold 
during the course of 1924, ie. from 669,000 zlotys 
(January 31, 1924) to 28°5 million zlotys (December 31, 
1924). 

This considerable increase of deposits in credit 
institutions is best illustrated by the following table: 
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In MILLIONS OF ZLOTYS. 
January I, 1925. July 31, 1925. 





Eighty-three joint stock banks ev io 203'0 393°3 
National Economic Bank .. a. a 68°8 131°5 
Post Office Savings Bank .. ae rr 451 580 

Co-operative credit institutions and savings 
banks——-(approximately) avg oa 25'0 60°0 
Total .. oe 341.9 642°8 


During this period the banks greatly increased their 
credit operations. 


POSITION OF CREDITS OF ALL DESCRIPTIONS. 


43 Union banks January 31, 1924 .. sy ed 17°I million zlotys. 
is June 30, 1924 na a << Sars Pr 

Pe is a December 31, 1924 .. 7 «« 2667 ae 

37 os ss July 31, 1925 ie na os @25'1 See 


It must here be remarked that the union banks 
pursued a correct credit policy, as may be seen from the 
ratio of the various kinds of credits: 


IN MILLIONS OF ZLOTYS, 
Discount. Open Credit. Long-term Loans. 


January 31, 1924 ea and 35 13°4 0°3 
June 30, 1924 .. <i me 66°2 59°6 1°6 
December 31, 1924 .. ee 144°8 119°7 2°3 


We see how in 1924 current account credits pre- 
dominated as a heritage of the inflation period. Towards 
the end of the year there followed a marked change in 
favour of long-term credit. 

The same cannot be said with regard to ready 
cash. The proportion of ready cash to short-term loans 
grew steadily worse owing to the ever-increasing demands 
of the traders for credits. The proportion may be set 
forth as follows : 


January, 1924 .. a i ee 29°5% 
June, 1924 ; i bie 17°4% 
December, 1924 sie a cx. Sa 
July, 1925 ae oe ee o= 25°9% 


In like manner the liquid assets of the banks diminished. 


PROPORTION OF Liguip ASSETS TO DEPOSITS. 


January 31, 1924 ae me os CO, 
June 30, 1924 .. ais na «s yrey, 
December 31, 1924... = ss 667% 


July 31, 1925 .. a a <- 5o 
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The fourth period in Polish banking history dates 
from July 31, 1925, and is marked by a strong with- 
drawal of deposits (runs on the banks and panic in the 
money market). Having a very lively memory of the 
mark inflation, the public hurriedly withdrew their 
deposits in an effort to obtain stabilized foreign currency. 
The Bank of Poland which, under the pressure of a shrink- 
age of foreign currencies, had already been compelled 
to restrict its credits as from March, 1925, was compelled 
in the second decade of August to further stringent 
credit restrictions. These restrictions bore most heavily 
on the banks, as the rediscount of bank bills had decreased 
on September 30, 1925, by 13'2 million zlotys as com- 
pared with the position on June 30, 1925. The restric- 
tion policy of the Bank of Poland is illustrated by the 
following table : 

BiL_ts DISCOUNTED. 
(In Millions of Zlotys.) 


March 31, 1925 .. ae ie .. 306°6 
June 30,1925 .. oa an o«  290°3 
August 31, 1925.. — oie os “2E6%4 
November 30, 1925 se ie <« 260°2 


Simultaneously, i.e. from August, 1925, foreign 
credits began to be called in. In the main these were 
short-term credits. Information concerning the exact 
amount of foreign credits in Polish banks is not available, 
but it is calculated that on December 31, 1924, they 
totalled 42°4 million zlotys, and on June 30, 1925, they 
had increased to 89°6 million zlotys. Of these, about 
40 million zlotys were payable at sight, others for periods 
of three months to one year. Credits for longer periods 
amounted to 20°9 million zlotys. 

The heaviest burden was brought to bear on the banks 
by the withdrawal of home deposits. On July 31, 1925, 
the deposits in thirty-seven union banks amounted to 
305°9 million zlotys, while three months later they 
had fallen to 224°4 million zlotys. As a result of the fact 
that three large banking institutions stopped payment, 
the public accentuated the currency panic by losing 
confidence in private banks. Therefore the banks were 
called upon simultaneously to repay loans to the Bank of 
Poland (they had to pay from rediscount over 13 million 
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zlotys), to return foreign credits to the amount of over 
50 million zlotys, and to pay out home deposits to an 
amount in thirty-seven union banks alone of 81°5 million 
zlotys. 

The Government gave the banks assistance in the form 
of credits through the intermediary of the National 
Economic Bank. Credits were only accorded to banks 
which played a vital part in the national or local economic 
life of the country. A number of banks entitled to such 
credits did not apply for them. Government credit was 
granted to banks in the form of rediscount at the National 
Economic Bank. When the public became aware of the 
support granted to the banks by the Government, the 
pressure on the banks diminished, and this facilitated the 
liquidation of the smaller banking institutions. The 
continuous, strong fluctuations of the rate of the zloty in 
December, 1925, and the unstable position. of the currency 
in the first months of 1926 continues to be a burden on the 
financial condition of the banks, and forms a great obstacle 
to a complete restoration and reorganization of Polish 
banking. 

The crisis in joint stock banks and the loss of con- 
fidence in private banks led to an increase of public banks 
(Governmental, semi-Governmental, and communal). A 
comparison of the principal items of the balance sheets 
of these two general groups of banks clearly shows a 
strengthening of public banks and a falling off of private 
banks. 

POSITION ON OCTOBER 31, 1925. 
(In Millions of Zlotys.} 








D its of all 
Capital. Total Credit. ~“Py0Ge 
Five public banks “i wi 50°7 587'0 276'9 
Eighty-three private banks .. 1532 619°4 289'4 
SOtal ks o« 20x79 1,206°4 566°3 


The public banks comprise the National Economic 
Bank, the Agrarian Bank, the Post Office Savings Bank, 
the Central Bank of Rural Associations, and the Communal 
Credit Bank. Foremost amongst these is the National 
Economic Bank (formed from the pre-war National 
Bank at Lwow). The position of the principal items of 
this bank on October 31, 1925, were as follows : 
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In MILLIONS OF ZLOTYS. 
er Total Deposits of 
Capital. Credit. all kinds. 


National Economic Bank .. a .. 40°9 405'5 180°5 
Percentage of these items to those in the 

balance sheets of public and private 

banks combined (eighty-eight banks) .. 201% 386% 319% 


The main cause of the banking crisis in Poland is a 
lack of stabilized currency and the limitation of credits. 
In comparison with the pre-war credit system the present 
credit structure of Poland is nothing more than a skeleton. 
The credit of co-operative and savings banks ruined by 
inflation gradually began to revive during the period of a 
stabilized currency, but they suffered a set-back owing 
to the weakening of the currency, and there followed a 
lack of confidence on the part of the public in small credit 
institutions. Long-term credit, which formed the basis 
of the pre-war system (61°8 per cent.), has almost com- 
pletely vanished. 

An indication of the abnormal credit conditions is the 
high prices of bank credits. The legally permitted bank 
rate amounts to 24 per cent. per annum. The rate in 
private transactions is 3-4 per cent. monthly. The banks 
pay a maximum of 15~18 per cent. per annum on deposits, 
and in some cases even more. 

The banking laws of December 27, 1924, automatically 
acted towards a restoration of banking. This law imposed 
on ordinary banks the obligation of bringing their sub- 
scribed capital up to 2,500,000 zlotys in the case of those 
having their main office or branch in Warsaw ; to 1,500,000 
zlotys if in five other of the large towns of Poland. In 
all other towns and localities the subscribed capital of a 
joint stock bank must amount to at least 1,000,000 
zlotys, while that of mortgage banks must be at least 
5,000,000 zlotys. Banks desirous of the right to issue 
bearer bonds must have twice the amount of capital. 

The following table shows the decrease in the number 
of banking institutions : 

Private joint Public Home Foreign Total 
stock banks. banks. branches. branches. ; 
December 31, 1924 ‘cs 110 6 602 42 760 
December 31, 1925 ea 87 6 283 20 396 

During the present year such banks as are not sound 

and have not a sufficiently large sphere of activities 
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continue to be liquidated. The stringent reduction in 
banking staff is illustrated by the following table : 
STAFF IN TWELVE JoINt Stock BANKks. 
April,1924 July, 1925 March, 1926. 
572 471 381 
In view of the numerous liquidations it is strange 
that there should be so few fusions of banks. This 
was no doubt due to the example of several unsound 
banks, which did amalgamate, and by this course only 
accelerated their ruin. The concentration of groups of 
banks round several large banks and the acceleration of 
the process of fusion depends upon finding fresh capital. 
The weak condition of banking organization in Poland 
is due to a lack of close contact with banking abroad. 
Up to the present such connection is only maintained 
directly by branches of foreign banks and indirectly by 
the participation of foreign capital in several of the banks. 
The following foreign banks had branches in Poland: 


Head Office. Branches. 
Franco-Polonaise Bank os  Patis Warsaw, Katowice 
Danziger Privataktienbank .. Gdansk Katowice 
Darmstaedter and Nationalbank Berlin Hs 
Deutsche Bank .. =a = a - 
Direction der Discontogesellschaft a » Poznan 
Dresdner Bank .. me .. Dresden Katowice, Krolewska, Huta 


Tarnowska Gora. 


On October 31, 1925, these banks had accorded credit 
on current accounts to the amount of 26°5 million zlotys, 
discount credit up to 7°1 million zlotys, making a total 
of 33°6 million zlotys, which constitutes 2°8 per cent. of 
the total credit granted during the same period by five 
public and eighty-three private banks. 

Other banks influenced by foreign capital are (the name 
of the foreign banking institution is given in brackets) : 

Anglo-Polish Bank (Overseas Bank, London); 
Franco-Polish Bank (Banque de Paris et de Pays Bas, 
Paris); Warsaw Discount Bank (Wiener Kreditanstalt) ; 
General Credit Bank (Laenderbank in Vienna); Galician 
sank (Bodencreditanstalt Vienna). 

A decisive and lasting improvement can only be 
effected if the Bank of Poland obtains means which would 
enable it to increase the rates issue, so that it would 
adequately fulfil the rdle of a bankers’ bank, and would 
thus be enabled to give permanent support to private 
banking and to economic interests in general. 
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£825 Million! 


By the Right Hon. William Graham, M.P. 


Chairman of the Public Accounts Committee of the House of Commons 


cious solidarity in the vicinity of £825 million. 

More than £350 million annually is static appro- 
priation in the service of the National Debt; when war 
pensions are added nearly half of the total expenditure has 
been achieved. Authorities boggle unsuccessfully in the 
Supply Services, foreshadowing great reductions, pursuing 
this committee and that; but they make insufficient 
allowance for the level of prices, for the fact that in a 
time of recovering industry prices will probably harden, 
and that, at best, unless there is a great change in policy 
only small savings can be effected. All of which compels 
the thought that in expenditure the outlook is distressing, 
if not hopeless. In that case it should be the business of 
Parliament to make certain that it gets full value for the 
money. That is the plain elementary duty imposed upon 
it as trustee for the community. 

But it so happens that with the expenditure at more 
than four times the pre-war total, and with very little 
prospect of material reduction, Parliament becomes less 
and less impressive in the tests of effective review. There 
are the Budget speeches, and the debates on general and 
specific financial issues; two days or thereabouts on the 
Appropriation Bill, in which debate is limited to adminis- 
tration ; the twenty days in Supply, with the underlying 
theory of redress of grievance ; the work of the Estimates 
Committee, resplendent to-day in a little additional 
glory; and, finally, the arduous campaign of the Public 
Accounts Committee, diligently ploughing its way, now 
practically all the year round, through the broad and 
narrow problems of the Appropriation Accounts. In 
summary that is the machinery. But the people deserve 
to know how the machinery works. After all, entertain- 
ment at the rate of £825 million per annum should be at 
least intelligible. 

Much valuable work can be done during the Budget 
debates, subject always to the limitation that they are 
conducted from beginning to end on the floor of the 


= expenditure is settling down with suspi- 
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House. Since it cannot be otherwise, it should be admitted 
that an assembly in which over six hundred people might 
be present if they cared, in which there is constant ebb 
and flow in attendance, in which orators attract the 
audiences to the exclusion of people who like the facts, 
is not an appropriate place for the discussion of finance 
which involves technical argument, considerable detail, 
and the analysis of principle generally regarded as brain- 
exhausting and even obscure. Very few Parliamentarians 
have the pluck to make a series of concrete, constructive 
suggestions during Budget debates. They have to com- 
pete with a betting duty, in which it is much easier to 
discourse on bookmakers, horses, national vices of one 
kind and another, and the contradictions readily dis- 
cernible in ecclesiastical attitude; or with a silk tax, in 
which a suggested injustice to women and children 
rapidly runs away with economic reality; or with raids 
on this fund and that, dividing the Commons into robbers 
and anti-robbers. In such an atmosphere the technician 
has an uphill fight, especially when he is certain that with 
much other matter to debate the Chancellor of the Ex- 
chequer is unlikely to notice anything which is inappro- 
priate for newspaper heading. In the committee stage 
the House must turn its attention to specific proposal 
and amendment; schemes of reform are out of order, 
save to the limited extent to which they can be pleaded 
on the narrower ground of the actual debate. Third 
reading of the Finance Bill is the hour of final attack or 
benediction; or an opportunity for the exchange of 
pleasantries (not necessarily very acceptable in character) 
unavoidably postponed during the earlier exchanges, 
and saved up with increasing acerbity for a later 
occasion. Looking back over the Finance Bill debates 
of the past eight years, it must be confessed that 
in the aggregate neither Parliament nor the nation has 
had a very definite lead in fundamentally constructive 
principles. 

In some respects the twenty days in Supply are even 
more disappointing. No doubt the constitutional prin- 
ciple must be preserved, but the man in the street would 
like to hear something about the disposal of his money. 
The days are chosen by arrangement with the different 
sections of the Opposition. Asa rule there is some definite 
count in mind. The vote for the Ministry of Labour is 
chosen not to review the expenditure of that great admin- 
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istrative department, or to show that of itself it can 
initiate no scheme for the relief of unemployment, but 
to make an attack on the administration of unemployment 
benefit. In existing conditions the Ministry of Health is 
responsible for vast expenditure on housing, public 
health, and a multitude of other services. The central 
principle on which it works should be faithfully analysed ; 
but the vote is chosen for the purpose of a discussion on 
housing. Education absorbs £50 million or thereabouts ; 
in that case the debate will deal, not with the general 
finance of education, but probably with teachers’ salaries, 
school accommodation, or some recent speech of the 
Minister if by chance he is regarded as having strayed 
slightly from the straight line of the faith. Even the 
Treasury vote, rarely taken nowadays, was put down to 
permit a debate on the proposed French Debt agreement. 
Technically that vote would have allowed the House to 
discuss the policy of this country in returning to the gold 
standard, the relations of the Government to the banking 
system, the general organization of public credit, and 
much that is fundamental to true economy. As was to be 
expected, the occasion was employed to show on one side 
that we were losing all along the line; and,on the other, 
that out of the confusion of post-war conditions we were 
getting as much as even obstreperous creditors had any 
right to expect. These illustrations might be multiplied 
indefinitely. No complaint is offered. All the subjects 
chosen for debate are important ; and some of them even 
impressive. But no one will dispute that all this is not 
the patient, careful Parliamentary review of expenditure. 
That is what the critics desire to make abundantly plain. 
Finally, at the end of July or in the early days of August, 
the whisper goes round that on certain dates the Govern- 
ment intends to put all the outstanding Supply. In 
plain language, this includes the scores of millions which 
have never been debated at all. 

Anticipating a series of divisions members crowd 
the House; it is like rapid scoring at the Oval. Some 
of the votes are opposed (on grounds which as a 
rule have no earthly connection with finance) by 
the Opposition. In the long run vast sums _ pass 
under the guillotine. Supply is voted for another 
year. The Appropriation Bill with its limited sphere 
of discussion completes the ceremony. A day or two 
later members separate for the grouse moors, the 
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Mediterranean, and a few of the less resourceful for their 
constituencies. 

That is a not unfair picture of what actually happens 
on the floor of the House. Such discussion as there is 
applies to only a proportion of the £825 million. Most 
of the recent schemes for the reform of Parliament have 
drawn attention to this central danger in post-war 
conditions. The advocates of devolution have always 
contended that two of. their objects were greater oppor- 
tunities at Westminster for the discussion and develop- 
ment of an Imperial policy and, above all, for the adequate 
annual review of national finance as the basis of all policy 
wherever applied. Since devolution seems a long way 
off, it may be more profitable to turn to other machinery 
which the House of Commons possesses. It has two 
features—the Estimates Committee and the Public 
Accounts Committee. The former is the less important. 
Each year, with its limited numbers, and quite limited 
time, it seeks to review some part of the estimates, in the 
hope that it may be in time for Supply in the House; 
in seven or eight years it may do the round of expenditure. 
Recently it made a bid for larger powers. The Govern- 
ment intimated, however, that it could not accede to 
the request for larger numbers; or for the presence of 
members outside the Parliamentary ranks; or for the 
immunity of its members from service on other Commons 
committees. The Government conceded a_ Treasury 
witness for the committee; it also approved of a certain 
reclassification of the estimates designed to make clearer 
to the rank and file the services for which public moneys 
were annually appropriated; beyond that point the 
Government were not at this stage prepared to go. 
Limited in this way the Estimates Committee is clearly 
at a disadvantage, but it can do quite useful work. And 
a tribute should certainly be paid to its present leadership 
in Colonel Vivian L. Henderson, M.P. The Public 
Accounts Committee, on the other hand, is much more 
impressive. Resting on long experience, with an out- 
standing public servant like the Comptroller and Auditor- 
General at its command, its power and influence have 
always been recognized by the House of Commons. Last 
year, when it decided to review policy as well as actual 
expenditure, that power and influence were again sub- 
stantially increased. In theory the Public Accounts 
Committee covers the whole field each year. But it 
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should be remembered that even with long sittings every 
week that is a heavy task; and quite naturally special 
attention must be devoted to such parts of the Appropria- 
tion Accounts as have moved the Comptroller and Auditor- 
General to paragraph review or criticism calling for the 
decision of the committee. As he himself pointed out 
in the introduction to the Appropriation Accounts for 
1924-25, his reports necessarily do not present any 
picture of the high efficiency attained in the great range of 
British public expenditure. The Public Accounts Com- 
mittee works with efficiency. It may be post-mortem 
examination, but since the decision affecting policy the 
inquiry in practice extends to what is being done from 
day to day. And the committee has the advantage of 
seeing each year the battlefield as a whole. 

These reasons have prompted the suggestion that, 
apart from the growth of departmental accountancy and 
audit, and, of course, the patient, detailed and highly- 
skilled Treasury investigation, the only effective review 
of British expenditure is undertaken in present circum- 
stances by fifteen members of the House of Commons in 
this Committee. The departments are bound by policy; 
so in a sense is the Public Accounts Committee, but when 
it hails Ministers to the witness chair (as it has done on 
recent occasions) it is of important influence even in that 
sphere. On the basis of its effort Parliament may in the 
near future be moved to consider more powerful machinery, 
especially if expenditure is not likely to show appreciable 
reduction. It has been suggested that a commission 
within Parliament should be established, representative 
of the Public Accounts and the Estimates Committees, 
with one or two additions from the House itself, small in 
aggregate number, composed of men who dedicated 
themselves specially to the task and were relieved of 
other committee work, who were given the assistance of 
Treasury and other departmental advice as required, and 
were requested specially to analyse public finance regu- 
larly and systematically, relate it to British commercial 
and social needs, and from time to time make their pro- 
posals to the Government of the day. Segregation on 
the French model is not suggested; nor delegation or 
Waiver of responsibility by the House of Commons. 
What is intended is such definite study and practical 
suggestion in the financial fundamentals of all progress 
as in present conditions Parliament itself cannot advance. 
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The British Gold and Silver 
Currency, 1826 and 1896 


By Sir Charles Oman, M.P. 


Chichele Professor of Modern History, Oxford University ; President of the 
Royal Numismatic Society 


between the condition of the currency of Great 

Britain at the end of the Great War, and that 
which prevailed rather more than a hundred years ago 
after Waterloo. In both cases a prolonged and expensive 
struggle, waged all over the world with a powerful and 
obstinate enemy, produced a flood of inconvertible paper 
money, the practical cessation of the striking of gold 
coins at the London Mint, and grave difficulties with 
regard to the silver fractional currency. In each period 
the most serious stress came to an end by the resumption 
of the gold standard. On May 1, 1821, nearly six years 
after Waterloo, the Bank of England began to exchange 
sovereigns for its one-pound notes on demand. In May, 
1925, seven years after the great armistice, Mr. Winston 
Churchill passed the ingenious Act which restored the 
gold standard indeed, but did not make it easy for the 
private individual to obtain or circulate gold coins, 
though the external trade balances of the realm began to 
be once more adjusted by the import and export of gold 
in mass. That the restoration of the gold standard was 
real, and not merely theoretical, was shown by its effect 
on all foreign exchanges—more especially on the American 
Exchange. 

The parallel between 1821 and 1925 looks fairly com- 
plete. But a little investigation shows that the conditions 
of the problem at the two dates were as different as the 
solutions which brought it to an end. In 1821 the gold 
sovereign was actually circulating alongside with the pound 
note—which latter we may remark, incidentally, was 
not'a Government Treasury note like the “ Bradbury” 


\ T first sight there seem to be many analogies 
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of 1921, but a Bank of England note. The tiresome 
situation in the currency question was that the gold 
had a heavy preferential value over the paper—it was 44 
per cent. at the moment when the financial reform was 
taken in hand, but had been as high as 134 per cent. in 
1810. The guinea was getting scarce in 1810. None had 
been struck since 1799, though a thin stream of half- 
guineas still continued to issue from the Mint, and the 
new sovereign was far in the future. There were practi- 
cally two prices for every commodity ; the man who was 
ready to pay in gold got the goods which he required at 
a decidedly lower quotation than the man who had to 
pay in paper. 

The Government of Spencer Perceval hoped in 1810 
to put an end to this tiresome anomaly, by getting a legal 
decision declaring the illegality of premiums on gold pay- 
ments through the cases of De Yonge and Wright. But the 
trials ended in a way that the Crown did not desire, the 
judges’ decision being that no statute of the realm had 
been violated. Luckily for the Government great public 
indignation was caused in 1811 by the action of Lord 
King, a Surrey landlord who tried to exact the payment 
of his rents in gold, on the plea that his leases were granted 
when gold was the real circulating medium. It became 
easy to pass a renewable Emergency Act, which declared 
that guineas should not be received for a higher sum than 
21s. in any transaction, nor Bank of England notes for 
less than the value expressed on their faces. Nor should 
any debtor be liable to proceedings for distress against 
him, provided he tendered payment in bank notes for 
the amount of his debt. This practically made the note 
‘ inconvertible. But the traffic in gold premiums was only 
driven underground—the difference in purchasing value 
between the gold guinea and one pound one shilling in paper 
persisted. For example, troops or ships’ crews returning 
from foreign service—where they received their pay in 
gold, because the bank note was not current—were 
always beset at Portsmouth or Plymouth by exchange 
agents (Jews, generally, as we are told) who offered them 
25S. or 27s., or even more, for every guinea. In shops 
the would-be purchaser was accustomed, before he 
inquired the price of an article, to remark casually that 
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he intended to pay in metallic currency, knowing that 
the sum asked would be appreciably iowered by that 
statement. 

With the first fall of Napoleon in 1814, which brought 
about the cessation of the drain of gold abroad, and caused 
many guineas to return to Great Britain in the course of 
the normal trade which had now become possible, the 
difference between the purchasing value of metal and 
paper grew much less. And in 1815, only six weeks after 
Waterloo, Lord Liverpool’s Government began to con- 
template the heroic measure of a complete reformation of 
the currency, with the intention of issuing so much gold 
that it should suffice for all ordinary purposes, and be 
readily available in mass when asked for. 

Hence the great recoinage of 1817~—20, in which the 
sovereign weighing 123 grains superseded the guinea of 
130 grains, which had been the standard gold coin of the 
realm since the time of Charles II. This was an excellent 
step, the 21s. guinea having been a very tiresome piece 
for calculations in 20s. pounds sterling. It had come into 
existence in the most casual fashion—the first milled 
gold coins of Charles II had been intended for sovereigns, 
but were found to be too heavy, and after being “cried 
up’ to a high premium were, from 1720 onward, reckoned 
at 21s. No minister in subsequent years, till 1815, had 
the pluck to think of reducing the guinea by a few grains, 
in order to bring it down to the round value of 20s. 

The recoinage of the last four years of George III 
was an immense business; the Mint issued more than 
£6,250,000 of the new gold money in 1817, and kept up 
the output on a similar scale till 1820. Its flow was so 
copious that the usual result of the “ bad currency driving 
out the good” did not occur; the sovereigns continued 
to circulate and did not disappear abroad. 

The country being saturated with sovereigns, the idea 
of abolishing the inconvertibility of the bank note, and 
making it convertible on demand into sovereigns, came 
up. A Parliamentary Committee, of which Sir Robert 
Peel was chairman, resolved that the measure could be 
carried out with safety, but gave the Bank a very long 
time to prepare for the stress of redeeming its current 
paper in gold. The Act for the resumption of cash 
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No. 1 SPANISH DOLLAR, 
counter-marked with head of George III 





No. 2 (Reverse) No. 3 (Obverse) 
BANK OF ENGLAND DOLLAR, 1804 


BANK OF ENGLAND 
1s, 6d. PIECE, 
ISII 


No. 4 (Obverse) No. 5 (Reverse) 








No. 6 (Obverse) No. 7 (Reverse) 
‘““CARTWHEEL” COPPER 2d., 1797 
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payments, named January I, 1823, as the date on which 
the convertibility of bank notes into sovereigns on de- 
mand should commence. But the directors of the Bank 
of England found that their institution was in such a 
good financial state, and their gold reserve so large, that 
they offered to begin giving gold for paper from May 
1821 onward, and carried out their promise with ease 
and credit. The greasy one-pound note survived for 
some five years longer, but was finally withdrawn in 
1826, and no bank, from the Bank of England downward, 
was allowed to issue notes for less than £5—an arrange- 
ment never extended to Scotland, where the small paper 
currency was not so much disliked as it was south of the 
Tweed. Twice or thrice after 1821, in times of commer- 
cial panics, the Bank of England was released for a brief, 
limited period from its obligation to give gold for paper, 
but the emergency was always a short one, and trans: 
actions in hard cash were resumed at the earliest possible 
moment. And so matters remained till two generations 
had passed, and in the second year of the Great War 
the Government called in all gold which was circulating 
alongside of the new “ Treasury Notes” of 1914-15, 
ceased to make payments in metal, and prohibited traffic 
in sovereigns or their removal from the realm. 

It will be remembered that in the later years of the 
war there were a good many prosecutions of speculators 
who (like their predecessors of 1811) were offering a 
premium on gold, and sometimes exporting it surrep- 
titiously. But the condition of affairs never became 
anything like what it had been in the days of the Napo- 
leonic war—when there were two prices for everything 
in this kingdom. Abroad, however, the difference did 
exist—experto crede!: I was offered 128 lire for a sovereign 
when the ‘‘ Bradbury ”’ only fetched roo lire in exchange. 
Inside the realm nothing of the sort was seen. 

The difficulties with regard to the interchangeability 
of gold and paper which prevailed in the United Kingdom 
from 1798 to 1821, during (and some time after) the Great 
French War, synchronized with a very tiresome difficulty 
with regard to silver currency. During the last half of 
the eighteenth century the value of silver expressed in 
terms of sterling was steadily rising, so much so that from 
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1787 onward the Mint ceased to issue shillings and six- 
pences: there had been no crowns or half-crowns struck 
since 1760. The reason was that silver bullion had 
reached a price which made it unprofitable to coin on 
the old scale of weights. The fractional currency of the 
realm was already in a very worn and light condition at 
the time of the outbreak of the Great French War in 
1793, the bulk of it being old money of William III, 
Anne, and George II. As no more silver was being issued 
from the Mint, and the existing pieces were slowly being 
worn down, and often taken out of the realm, a small- 
change famine commenced, and was destined to endure 
for some twenty years. 

The measures taken to deal with it were strange and 
various. The Government steadily refused to coin any 
more silver on the old standard, arguing that new money 
of full weight would be worth more as bullion than as 
currency, and would be at once melted down. Once, in 
1798, an enterprising firm named Dorrien and Magens, 
becoming possessed of a considerable weight of silver 
ingots, sent them to the Mint to be coined into shillings, 
according to old practice. The coins had actually been 
struck, when the Government stepped in, and issued an 
Order in Council directing that the money should be 
melted down and an equivalent weight of bullion returned 
to the owners. The very technical justification given 
was that, since no silver had been struck at the Mint since 
1787, this was “ a new coinage,’ and a new coinage could 
not be issued save when preceded by a Royal Proclama- 
tion authorizing it. Dorrien and Magens ought to have 
asked for such a document, and had failed to do so! 
As the few 1798 shillings which escaped the melting 
pot are exact reproductions (save for the changed date) 
of the issue of 1787, the argument of the Order in Council 
seems rather unconvincing. These rare survivors are 
among the very rarest of modern British coins. 

The first way in which the Government of the younger 
Pitt tried to deal with the silver famine was very odd. 
They would not coin any crowns of 463 grains on the old 
standard, but they authorized the circulation of Spanish 
dollars of 423 grains, when these should have been offi- 
cially countermarked with the oval bust of the King, 
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which was used in the marking of large pieces of silver 
plate. They were to pass for 4s. gd. The unsightly 
effect of a bust of George III, stamped on the cheek of 
Charles III or Charles IV of Spain, gave rise to the jest 
that ‘two kings’ heads were not worth a crown.’’* The 
arithmetician will notice that to allow 4s. gd. for a coin 
of 423 grains was a slight over-valuation—on the standard 
of the English silver coin the dollar should have been 
worth only 4s. 43d. Immense quantities of counter- 
marked Spanish dollars and a smaller amount of half- 
dollars passed into circulation, largely from captured 
treasure ships, but their use did not solve the silver 
problem. For the majority of them slipped rapidly over- 
seas again for foreign trade, and there was no help in the 
matter of small change—shillings and sixpences were 
badly needed, and the small Spanish pieces (pesetas and 
reals) were never counterstruck or authorized for circu- 
lation. In 1804 the want of silver was still so great that 
an Order in Council ‘“‘called up” the exchange value of 
the countermarked Spanish dollar to 5s., and a little later 
the more drastic change was made of authorizing the 
Bank of England to recoin the dollar completely, with 
the head of George III on one side, and on the other 
Britannia seated, with FIVE SHILLINGS BANK OF ENGLAND 
DOLLAR around. This was followed within a few weeks 
by a Bank of Ireland dollar, also struck from Spanish 
coins, with a figure of Hibernia instead of Britannia, 
but valued at 6s. instead of 5s.; for, though the Union 
was now four years old, the British and the Irish monetary 
systems had not yet been amalgamated. Much trouble 
seems to have been caused about this time by forgers 
producing coins resembling Spanish dollars, and in good 
metal, but fifty or sixty grains short of the proper weight, 
with ‘a forged countermark of King George’s head upon 
them. It was impossible to tell them from the officially 
countermarked dollar save by the use of the scales. 

The Bank Dollars were struck in millions, and formed 
the main silver currency of the United Kingdom from 
1804 to 1816, but they were no help in solving the small- 





* See illustration No. 1. 
t See illustrations Nos. 2 and 3. 
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No. 8 (Obverse) No 9 (Reverse) 
BANK OF ENGLAND 3s. PIECE, 1812 





No, 10 RUBBED SHILLING, 1814 No. 11 RUBBED SIXPENCE, 1814 
(Obverse) (Obverse) 





No. 12 (Obverse) No. 13 (Reverse) 
SAINT GEORGE CROWN OF 1818 





No. 14 (Obverse) No. 15 (Reverse) 
THE NEW HALF-CROWN OF 1817 
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change question. The first attempt to cope with it had 
been the issue in 1797 of the immense copper twopenny 
piece—generally known as “‘the cartwheel,” a handsome 
coin, but so heavy that a dozen of them would tear the 
bottom out of any man’s pocket in a few hours.* The 
experiment had to be dropped at once. It was not till 
1812 that the Bank of England was allowed to strike 
three-shilling piecest and eighteenpenny pieces{ of much 
below standard weight—a three-shilling piece ought, on 
the old standard, to have turned the scale at 278 grains, 
but actually weighed only 226. Nothing could have been 
more inconvenient than these two denominations, neither 
of which converts easily into change for a one-pound 
note. 

The public meanwhile solved the problem of small 
change by accepting local silver tokens, which the 
Government tacitly allowed to circulate, though the 
striking of them was an invasion of the old Royal pre- 
rogative of coinage in the noble metals. The local tokens 
—nearly all shillings and sixpences, though there are a few 
half-crowns and one almost unique gold piece—were 
issued by banks, corporations, manufacturing firms, 
shopkeepers, and even private persons. They were all 
far below the standard weights, and had the same draw- 
back as had French local paper during the Great War. 
The radius within which each was freely accepted was 
very limited ; a traveller by stage-coach who had received 
Bath silver tokens in change found them quite useless 
at Reading—and vice versa. 

Diaries of 1800-1813 are full of details concerning the 
difficulty of getting satisfactory small change for a one- 
pound note, or even for a Bank Dollar. The legitimate 
silver coin of the realm, mostly old pieces of George II, 
was worn almost flat, and sharpers tried to pass off all 
manner of foreign money, rubbed to designed illegibility, 
for shillings and sixpences. The average genuine six- 
pence had lost a quarter of its weight, and was a mere 





* See illustrations Nos. 6 and 7. 
t See illustrations Nos. 8 and g. 
t See illustrations Nos. 4 and 5. 














BRITISH GOLD AND SILVER CURRENCY 241 


disc ; the shilling was little better.* Change was proferred 
in ‘‘cartwheel” copper twopences, and local tokens which 
would be valueless ten miles away. The evidence taken 
before the Bullion Committee of 1810 is full of anecdotes 
detailing the inconveniences of the situation—especially 
to the poor. 

The end to chaos in the silver currency came very 
soon after Waterloo, at the same time that the gold 
problem was solved by the introduction of the sovereign 
as a substitute for the guinea. In 1816 began the first 
serious governmental coinage of silver which had been 
seen since 1787. It was resolved that, owing to the per- 
manent appreciation of silver values, the old weights 
settled in the time of Charles II must be abandoned. 
The crown came down from 463 grains to 434, the shilling 
from 91 to 86. The Bank of England Dollar and its frac- 
tion were demonetized, and had to be redeemed by the 
Bank before May, 1817. The local silver tokens had 
already been proscribed in 1813, their strikers (whether 
corporations or individuals) having been directed to give 
legal tender for them before July 5 in that year under severe 
penalties. The State redeemed all genuine Government 
currency, however worn and defaced, at its full facial 
value, although the loss thereby caused was appreciable, 
all the smaller coins being very deficient in weight. 

There must have been a very tiresome lack of small 
change during the late months of 1816 when the public 
was already beginning to send its worn currency to the 
banks, as it had been ordered to do, while the new money 
was not yet issued. It came out with a rush in February 
1817, every bank having been supplied with a copious 
allowance, and sixteen branch exchange-offices having 
been established in London alone. 

The shillings, half-crowns, and sixpences which came 
into currency in February 1817—the crown following 
these in 1818—-were the most beautiful set ever issued 
from the British Mint, despite the difficulty caused by 
the necessity for producing a satisfactory portrait of the 
now aged and stricken King as the obverse type.f The 


* For specimens of such worn coins, see illustrations Nos. 10 and II. 
t See illustrations Nos. 12 and 13, and 14 and 15. 
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series is best remembered for its introduction of Pistrucci’s 
famous group of St. George and the Dragon, which 
appeared on the crown—as it also did on the sovereign 
in the gold issue. In the first instance this spirited 
type was surrounded by the Garter, but from George IV 
onward the Garter border was removed, to the improve- 
ment of the general effect of the coins.* In the gold series 
the St. George reverse continued to be used for the first 
sovereign of George IV, the two later coinages of Victoria 
(1887 and 1893) and all the issues of Edward VII and 
George V. It served also for the crowns of George IV, 
the two later Victorian crowns, and the scanty issue of 
that denomination made for Edward VII. There has 
been no crown-piece struck since the second year of this 
century, but it may be hoped that the new coinage, 

half- promised for 1927, may contain one, and continue the 
succession of crowns which remained unbroken from 
Queen Elizabeth to Edward VII—a magnificent series 

when set out for exhibition side by side. 

The essential point, then, in the great recoinings of 
silver in 1816-20 was that the purity of the old standard 
of the currency was kept, but the weight of the individual 
coins slightly decreased. Then came a long period of 
stability : from 1816 to 1920 the size and purity of the 
English silver coinage remained absolutely fixed for more 
than a century. The contrast between this period and 
the last quarter of the eighteenth century was that in 
the latter the value of silver had been decidedly rising: in 
the last quarter of the nineteenth century it had been 
falling steadily. There were all manner of causes—the 
exploitation of the Nevada silver mines, the adoption 
of the gold standard by the German Empire, the cessation 
of free coinage of silver by the Latin Union, etc. etc. 
In consequence, the danger that had existed in 1800, 
of the bullion value of silver coin exceeding its currency 
value, had long ceased to exist. On the contrary, the 
silver coins had become mere tokens, whose intrinsic 
value was not more than a third of their exchange value 
as fractions of the golden sovereign 

This condition of affairs continued to prevail until 
the Great War of 1914 broke out, and most of the nations 
* See illustration No. 16. 
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of the world, including ourselves, were gradually driven 
to take refuge in an inconvertible paper currency, like 
our ancestors of 1810-1821. Unlike Germany, France, and 
most of the other belligerents, the British Government con- 
tinued throughout the war to strike great quantities of 
silver money of the old standard and purity of 1816. There 
was never in this country the lack of silver and the out- 
burst of small-denomination paper which was seen over 
the rest of Europe—even in some of the neutral countries. 





No. 16 SAINT GEORGE CROWN, 1821 





No. 17 BASE METAL FLORIN, 1920 No. 18 BASE METAL FLORIN, 1920 
Surface discolouring Surface flaking off 


After the end of the war it was found that the price 
of silver bullion was rising to a figure which was unpre- 
cedented since the days of the Napoleonic struggle. It 
had stood at 24 pence the ounce in August Ig1t4: in 
January 1920 it had risen to 88 pence, and the figure 
at which profitable coinage by the Mint was possible was 
66 pence. The then Chancellor of the Exchequer, Mr. 
Austen Chamberlain, determined to face the situation by 
a measure unheard-of since the time of Henry VIII, the 
alloying of the silver currency with a 50 per cent. amount 
of base metal—copper and nickel. It was open to him 
to try other experiments—for example, the temporary 







































244 THE BANKER 
suspension of silver coinage, or the reduction of the size 
of the individual coin, or the issue of small Government 
paper 5s. notes. In the short speech on February 18, 
1920, in which he introduced his measure, he rejected 
all of these suggestions, and persisted in demanding the 
introduction of 50 per cent. of alloy into the silver cur- 
rency. Most especially did he refuse to hold up coinage 
for a few months, in order that what his critics believed 
to be a temporary crisis might pass over. 

The Bill was passed, despite protests, and within 
a year it was seen that the whole hypothesis on which it 
rested was a bad one. Instead of remaining at the high 
figure of 88 pence per ounce, the price of silver fell to 
40 pence within a few months, and to 30 pence by 1922. 
At the present time it has been hovering between 29 and 
31 pence. Free and profitable coinage on the old standard 
would have been possible from 1921 onward, if the issue 
of silver had been suspended for a short time in 1920. 
And it has been proved that silver currency was existing 
in such superfluous abundance that it has twice been 
necessary to sell off as bullion large masses of coin, because 
the banks were overstocked with it, could not dispose of 
it, and insisted on throwing it back on the State. 

But this was not the worst. The idea of mixing 50 per 
cent. of silver with 50 per cent. of base metal ran counter 
to metallurgic possibilities. To quote an official report 
from the Mint: “The decision that the new coins should 
contain only 50 per cent. of silver was arrived at not on 
technical grounds, but on general grounds of public 
policy.”’ I should substitute “swpposed grounds of public 
policy.”” It was found, when the Mint tried to carry out 
the Chancellor’s orders, that “nickel is so bad a bedfellow 
with silver that it cannot be got to unite with it.”” The 
new money discoloured badly in blotches, parts (or 
occasionally the whole)* of its surface turning an unhealthy 
brown, sometimes of a greenish, sometimes of a muddy, 
tint. Moreover, in many specimens of the unhappy 
coinage of 1920-21 the coins were so ill-compacted that 
they split up,f the rim or part of the raised features of the 


* For a 1920 florin which has turned dark brown, see illustration 
No. 17. 
+ For a specimen of a split florin of 1920, see illustration No. 18. 
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type flaking away. When these worst accidents did not 
occur, the coins still showed discoloration, especially 
in the intervals between the lettering and on the cheek of 
the King’s portrait on the obverse side, generally of a 
pale lemon hue. 

The outcry against this fragile currency was sufficient 
to cause many other experiments to be made with all 
sorts of alloys in which nickel was dropped. But the 
results have never been satisfactory, as a glance at any 
pocketful of modern coins which have had three or four 
years’ wear will sufficiently demonstrate. At present, 
still forced to use the base metal, the Mint is experiment- 
ing with “blanching,” i.e. the laying of a thicker coat 
of good metal on the surface of the coin, while the copper 
which forms the bulk of the alloy is relegated to the core 
or interior of the piece. This produces a satisfactory 
appearance until the coin has had two or three years’ 
wear, when the surface coating wears thin and the red 
copper material begins to show, first on the cheek and 
ear of the Royal portrait, and then all over the surface. 

In ten years, unless the Act of 1920 be repealed, the 
whole of our so-called silver will be “ring straked and 
speckled,” showing patches either of yellow surface for 
the earlier, or of red surface for the later, issues. There is 
still enough of the old money, issued before 1920, in circu- 
lation to disguise the effect of the new money in a casual 
handful of change. When the old money has all dis- 
appeared—and it is going fast—the whole of our frac- 
tional currency will be a deplorable sight. Let any reader 
take a pound’s worth of change, pick out and reject any 
coins issued before 1920, and any others of the last two 
years, and then contemplate the remainder, and judge 
what they will be like after a few more years of usage. 

There is no reason whatever why we should not now 
revert to the old silver standard of 1816, since bullion 
costs to-day thirty pence per ounce, and can be coined into 
good silver money passing for over sixty pence an ounce. 
The profit to the State would be ample—as it used to be 
in the days before the Great War, when silver bullion 
cost much the same as it does to-day. The silver 
crisis of 1920 is long past—and its effects should pass 


away also. 
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Correspondence 


Bank Chairmen as Directors of Other 
Commercial Enterprises 


To the Editor of THE BANKER 

Sir,—The announcement made to-day that Mr. McKenna, 
the Chairman of the biggest of the Big Five, has been appointed 
a Director of the Canadian Pacific Railway Company raises an 
issue of very serious moment, which ought to be discussed apart 
from all personal considerations. I have the highest admiration 
of Mr. McKenna’s great knowledge and ability. 

There are the wider questions of multiple directorships, and 
the conflicting interests to which they inevitably give rise, and the 
fact that it is impossible for the multiple director to give constant, 
close, personal attention to the affairs of each company for which 
he is legally and morally responsible. But with these wider 
matters I do not now propose to deal. It is enough to say 
that the ‘“ nominal ”’ director is becoming a public scandal, and 
a menace to British industry. 

The Chairman of a great bank, which has intimate relations 
with hundreds of thousands of business men, is ina unique position, 
and should not have other commercial interests which may 
possibly conflict with those of some of the customers of his bank. 

It is above all things essential that business men, to whom 
bank credit is the life blood of their enterprise, should have the 
fullest confidence that the banks are free from partial affections, 
and are in a position to deal, without fear or favour, on their 
merits, with all applications for their help. 

The virtual monopoly of British commercial credit now 
centred in the five big banks imposes upon them a tremendous 
responsibility, and it is vitally important that they should regard 
themselves as trustees for national commercial welfare. The 
Chairman of such a huge concern has quite enough work and 
responsibility without engaging in other commercial enterprises. 

The salutary rule that Ministers of the Crown should not be 
directors of public companies, because their duty to the public 
might conflict with their other interests, is one equally applicable 
to such semi-public corporations as a bank with such wide rami- 
fications as one of the Big Five. 

There may be some considerations, with which outsiders are 
not acquainted, which explain Mr. McKenna’s acceptance of this 
directorship ; but whatever they are, they cannot affect the general 
principle that it is undesirable that the head of a great banking 
monopoly should be a director of other commercial enterprises. 


I am, etc., 
Tilford, Farnham. PHILIP SNOWDEN 
August 11, 1926. 



















The Institute of Bankers 
By Ernest Sykes 


Secretary of the Institute 


HE prototype of the various institutes which now 
adorn the business of banking in all parts of the 
world where the English language is spoken is 
believed to be “‘ The Banking Institute,’’ which held its 
first monthly meeting at the ‘‘ London Tavern,” Bishops- 
gate Street, at seven o’clock on Tuesday, November 25; 
1851. The objects of the Institute were described as :— 


(1) Periodical meetings for reading and discussing 
papers on subjects connected with banking and commerce ; 

(2) The publication of the Proceedings of the Institute 
on a similar plan to that of the Statistical Society ; 

(3) The formation of a banking and mercantile library ; 

(4) The re-publication of rare and useful works on 
banking and commerce on the plan of the Camden Society. 


The ‘“‘ Honorary Officers’ included, among others, 
James Wilson, M.P., the founder of ‘‘ The Economist ”’ 
newspaper and father-in-law of Walter Bagehot, and 
J. W. Gilbart, the General Manager of the London and 
Westminster Bank and author of the celebrated treatises 
on banking. The members of the Council included Wm. 
Newmarch, the joint author of Tooke and Newmarch’s 
‘ History of — ’’ Premises were taken at the Hall of 
Commerce, 52, Threadneedle Street, and regular monthly 
meetings were held during the winter months until 
February, 1853. After that date the present writer has 
been unable to trace the history of the Institute, and no 
copies of the contemplated ‘‘ Proceedings ’’ have been 
discovered by him. 

The oldest of the existing institutes is ‘‘ The Institute 
of Bankers in Scotland,” founded in 1875 and succeeded 
four years later by the E nglish institute. ‘‘ The Institute 
of Bankers,” as it was called with that almost insolent 
omission of any territorial addition to the title which so 
frequently distinguishes our national nomenclature, held 
its inaugural meeting on March 11, 1879, in the Lecture 
Theatre of the London Institution, Finsbury Circus, a 
place which has ever since remained the home of the 
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Institute for the purpose of its public meetings. The 
chair was taken by Mr. Richard Biddulph Martin, of the 
firm of Messrs. Martin and Company, who later became 
Sir Richard Martin, Bart., a director of Martin’s Bank, 
Limited. 

The first President of the Institute was Sir John 
Lubbock, the first Lord Avebury, the banker-scientist, 
and father of the first Bank Holiday Act. The Council 
included one member of the earlier Banking Institute, Mr. 
Henry Ely, of the Provincial Bank of Ireland. Only 
one of the members of the original Council is still with us, 
viz. Mr. Robert Williams, Jr., of Messrs. Williams 
Deacons and Company, now Col. Sir Robert Williams, 
Bart., a director of Williams Deacon’s Bank, Limited. 

During its earlier years the activities of the Institute 
of Bankers were of a dual character; it was in part an 
educational body, in part a professional association for 
the advancement of the interests of banks and bankers. 
The first of these aspects of its work has steadily tended 
to increase at the expense of the second. One of the 
first tasks undertaken by the new Institute was the 
codification of the law of Bills of Exchange. Among 
the earliest papers read before the Institute was one by 
Mr. (now Sir) Mackenzie D. Chalmers, describing the need 
for such a digest, and this paper was followed by joint 
instructions from the Institute and the Association of 
Chambers of Commerce to prepare a Bill on the subject. 
The draft of the Bill was first submitted to a sub-Com- 
mittee of the Council of the Institute, the brunt of the 
work being undertaken by Mr. H. F. Billinghurst, of the 
London and Westminster Bank, and Mr. Robert Slater, 
of the Union Bank of London. The Bill became law as 
the Bills of Exchange Act, 1882, and was the first attempt 
to codify any branch of the Common Law of this country. 
It is generally admitted to be a brilliant success, and no 
better testimony of this success can be adduced than the 
fact that it has survived for more than fifty years with 
only a single amendment of any importance, viz. the 
Bills of Exchange (Crossed Cheques) Act, 1906. 

It is not the writer’s intention to trace the subsequent 
history of the Institute. Suffice it to say that in the 
phase of its activities, of which the earliest example is 
provided by the piece of legislation just described, it has 
been gradually supplanted by the body now known as 
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the British Bankers’ Association and the most powerful 
of the constituent bodies which form that Association— 
the Committee of London Clearing Bankers. The In- 
stitute of Bankers is an association of individuals, the 
other bodies referred to are associations of banks, and 
it has been found more appropriate that questions which 
primarily affect the business and the profits of the banks 
shall be considered and financed by bodies whose funds 
are provided by the banks. 

Another function of the Institute, the reading of 
papers on subjects of professional interest to its members, 
usually followed by a discussion, is one which is common 
to all “‘ learned societies,” and has continued as a pro- 
minent feature of the Institute’s programme. Of all 
the items in the programmes of the past forty-seven years 
perhaps the one which aroused the greatest interest was 
the paper read by Sir Felix Schuster in the year 1904 on 
“Foreign Trade and the Money Market,” shortly after 
Joseph Chamberlain announced his proposals for Tariff 
Reform. The subject, though essentially an economic 
one, was just sufficiently tinged with political interest 
to add the necessary zest to the subsequent discussion, 
which had to be adjourned to a second evening to provide 
an opportunity for the long array of speakers to state 
their views. 

To turn to what has now become the most important 
part of the Institute’s functions, its educational work— 
from the first the Institute examined candidates for its 
certificate, though for many years the numbers were 
small. In 1880 there were forty-six candidates, in 1881 
only twenty-two. By tIgor the number had grown to 
1,231. During recent years, however, the increase has 
been quite remarkable. In 1914 the total was 4,366. 
After a drop during the war years it rose to 10,167 in 
1924, and 13,442 in the following year. 

A peculiar feature of the examination system of the 
Institute is the arrangement of the examination centres. 
Most examining bodies are content to hold their ex- 
aminations in, say, half a dozen large towns, but the 
Institute of Bankers this year had no less than 996 centres. 
The Council of the Institute takes full advantage of the 
opportunities offered by the network of branch banks 
with which the more civilized portion of the world is 
covered, and is prepared to examine a candidate wherever 
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the services of the manager of a British bank are available 
as local superintendent. It is quite a usual thing to 
arrange examination centres in various parts of the 
Continent of Europe, in India, and the Far East, 
Australia, South Africa, North and South America, in fact, 
anywhere where banking is a recognized institution. In 
emergency examinations have been held in remote places 
on the border of Tibet, in prisoner of war camps in 
Germany, in mysterious plac es behind the front trenches 
in France and Belgium, in military and civil hospitals 
and other unlikely places. 

Gradually it has become recognized that an am- 
bitious member of a bank’s staff cannot ignore the 
Institute’s examination. Most of the important banks 
offer substantial monetary rewards to successful can- 
didates, and those who are awarded one of the Institute’s 
prizes, or obtain a high position in the pass list, are usually 
given the opportunity of showing that the knowledge 
they have acquired is not merely theoretical. 

The Institute is not only an examining body; to a 
lesser extent it is a teaching body, though it is the 
deliberate policy of the Council to co-operate with other 
educational bodies rather than attempt to provide 
facilities for all of its scattered members to attend classes. 
Through its popular director of studies for local centres, 
Mr. F. E. Steele, the Council endeavours, so far as cir- 
cumstances permit, to work with the universities and 
other teaching bodies throughout the country in arranging 
classes in preparation for its examinations. The result 
is tantalizing. In the larger towns the supply of educa- 
tional classes tends to outrun the demand, and, to an 
extent which certainly does not decrease, the student 
prefers the ministrations of the “‘correspondence college.”’ 
Whether the teaching in the classes which invite the 
attendance of the examination candidates is lacking in 
quality, or whether the greater convenience of being 
able to digest the notes of the coach in the odd intervals 
between work and recreation outweighs the undoubted 
advantages of the team-work of a good class is uncertain. 
Suffice it to say that the coach tends to gain ground. The 
Council has tried to encourage attendance at classes by 
adding a spoonful of jam to the pill in the shape of 
exemptions to those who pass the terminal examination 
held by the teaching body which conducts the classes, 
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but the difficulty in maintaining an even standard has 
proved so great that the experiment may have to be 
abandoned. Classwork, if the teaching is efficient, 
undoubtedly offers more real advantage to the student, 
because he has the opportunity of ventilating his difficul- 
ties and of rubbing intellectual shoulders with his fellow- 
students. But, with a large proportion of the members of 
the Institute residing i in localities where the opportunity 
of attending classes does not exist, it is impossible to 
compel attendance and difficult to encourage it effectually. 

In London the Institute itself teaches most of the 
commercial foreign languages, besides arranging lectures 
on various technical subjects. Diplomas in French, 
German, Spanish, Italian, and Portuguese are conferred, 
and a scholarship in each of these languages is offered 
annually, giving the holder the right to two months’ 
experience in a foreign bank. The local centres of the 
Institute arrange papers, lectures, and classes in con- 
formity with the means at their disposal and the 
requirements of their members. 

These local centres date from the year 1913, and are 
a prominent feature in the recent development of the 
Institute. The credit for their establishment is to a 
large extent due to the late Sir Edward Holden, Bart., 
the chairman of the Midland Bank. Shortly before the 
year above mentioned Sir Edward who, as is well known 
to those who were at all intimate with him, did not 
always see eye to eye with his fellow-bankers, and seldom 
hesitated to give forcible expression to such differences 
of opinion, attacked the policy of the Council of the 
Institute on the ground that it was not sufficiently 
democratic, and that it did not offer sufficient advan- 
tages to the country member. The result was a com- 
mittee of inquiry, from whose report emerged a change in 
the constitution of the Institute, which conferred a vote 
upon the ordinary members, and a recommendation that 
local centres of the Institute be constituted. 

These local centres are now thirty in number. Any 
town having not less than one hundred members in the 
locality may, with the approval of the Council, form a 
local centre, and to its committee is handed over, roughly, 
half of the subscriptions of its members, with power to 
spend the money at their discretion for educational 
purposes. The war checked the scheme soon after its 
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inception, but after the war the idea quickly caught hold, 
and the country is now well covered. It is, perhaps, 
early to judge whether the first enthusiasms of the 
founders of the centres will be maintained, but recent 
progress is hopeful. 

The larger centres have each the right of nominating 
a member of the Council of the Institute, and besides 
the monthly meetings of the Council yearly congresses 
are held at which both the members of the Council and 
the local secretaries meet together for the discussion of 
difficulties and the interchange of suggestions. 

Sir John Ferguson, the existing president of the 
Institute, has taken a further step towards cementing 
the ties which bind the local centres to the Institute by 
announcing his intention of visiting and speaking to the 
members of each of the centres during his two years of 
office as president. This promise, which if adopted by his 
successors will make the position of president by no means 
a sinecure, has already been redeemed in part by Sir John. 

It only remains to mention some of the incidental 
advantages offered by the Institute to its members. It 
publishes a monthly technical journal, and maintains a 
thoroughly up-to-date technical library containing some 
7,000 volumes, with open shelves where members may 
browse at will, and from which both town and country 
members may borrow books. In addition, nearly all the 
local centres possess smaller libraries containing works of 
reference and text-books. In London the reading-rooms, 
furnished with the leading newspapers and magazines, 
are well patronized, and a debating society attracts large 
audiences when, as sometimes happens, a distinguished 
visitor opens the debate, but has sometimes to struggle 
against scanty attendances on more humdrum occasions. 
And the minimum subscription for all these advantages 
is the modest sum of half a guinea yearly. 

The members, who at present number over 27,000, 
may be either fellows, elected by the Council from those 
who occupy positions of responsibility in a bank; asso- 
ciates by election, who must have had at least ten years’ 
banking experience, or be the holders of a university 
degree; certificated associates, who have passed the 
Institute’s associate examination ; or ordinary members, 
whose only necessary qualification is that they are on the 
staff of a bank on the Council’s list. 
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Banking Law 


T the end of July the Court of Appeal for some 

A four or five days heard the argument in the case 

of Alexander Stewart and Son, of Dundee (in 
liquidation) v. Westminster Bank Limited. 

In the “Times” newspaper of July 28 appeared a 
short report of the case which doubtless most of our 
readers noted. But that very brief summary of the case 
by no means indicates the importance to the banking 
world of the decision itself and (of no less importance) 
the topics that were debated and upon which remark 
was made although the case in the Court of Appeal was 
decided upon one single point—the operation of Section 24 
of the Bills of Exchange Act, 1882. 

It is with pleasure that we find ourselves able in this 
issue of THE BANKER to amplify the inadequate report 
appearing in the newspapers and in order that the 
significance of the case can be appreciated. 

The action was brought by the liquidator of the 
company claiming the value of three cheques totalling 
in amount £13,742 8s. 3d., which cheques it was alleged 
the bank had converted. The bank denied conversion 
and pleaded they became holders in due course of the 
cheques or in the alternative that they were within the 
protection of Section 82 of the Bills of Exchange Act, 
1882, and the amending Act of 1906. 

The facts (gathered from the judgment of Mr. Justice 
Rowlatt) can be shortly stated. The plaintiff company 
early in 1923 took over the concern then known as 
Alexander Stewart and Son, whisky blenders and wine 
merchants of Dundee, of which one, Sir John Stewart, 
then was sole partner. Sir John became managing 
director of the company, two other gentlemen being 
co-directors. All the ordinary shares to the amount of 
£150,000 were held by Sir John Stewart, others holding 
preference shares, and Sir John Stewart assumed auto- 
cratic control of the company. At first the company 
apparently operated on the old firm’s account, but after- 
wards held accounts of its own at two Scottish banks. 
Sir John Stewart himself had two personal accounts— 
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one in the name of the old firm, and the other in his own 
name at the head office of the defendant bank in London. 
Of these two accounts only the former comes into the 
story. That account was operated by Sir John Stewart 
personally and mainly, if not entirely, as a medium for 
clearing crossed cheques and converting them into cash 
for his own purposes. In June, 1923, Sir John apparently 
wanted ready money, and conceived a scheme of fraud 
which gave rise to the action in question. On June 8 
the company which he controlled opened an account in 
London with the Equitable Trust Company of New 
York, and authorized such account to be operated on 
by the signature of Sir John Stewart alone, or by some 
other director and a counter-signature by the secretary. 
Having done this Stewart approached the Equitable 
Trust Company for loans professedly for the purposes of 
the business of the plaintiff company, and the three 
cheques concerned in the action were cheques drawn 
upon another bank by the Equitable Trust Company in 
favour of the plaintiff company and intended as loans. 
As security Stewart lodged with the Equitable Trust 
certain documents purporting to be warrants for whisky 
in bond. As a matter of fact these documents were 
valueless—they were merely certificates which Stewart 
procured a lady clerk in the employ of the company to 
sign, asserting that certain whisky lay in the company’s 
own bonded warehouse. In truth there was no whisky 
corresponding with these certificates. By means of this 
fraudulent security, therefore, Stewart obtained the 
cheques from the Equitable Trust, and having endorsed 
each of them “For and on behalf of Alexander Stewart 
and Son, Limited, John Stewart, Director,’ proceeded at 
once to convert them to hisown use. As they were crossed 
cheques, and for large amounts, he could not cash them 
across the counter, so he had recourse to his account at 
the defendant bank operated by him personally before 
mentioned, and having placed them to the credit of that 
account, he drew on that account in each case cheques 
in favour of himself to an amount nearly, but not quite, 
equal to the face value of the cheques, and these cheques 
the Westminster Bank cashed for him, and he used the 
money—or substantially the whole of it—not for the 
company’s business—but for his own purposes. Two 
striking facts emerged from the evidence : 
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The defendant bank’s offices had instructions that 
although Stewart was not to be allowed to overdraw his 
account if he brought cheques signed by reputable 
drawers—what was called ‘‘ good money’’—he was to be 
allowed to at once draw against them without awaiting 
clearance. 

2. That in dealing with the cheques in question the 
defendant bank’s offices did not treat them as the com- 
pany’s cheques, nor notice that they were company 
cheques, and did not direct their atte ntion to the fact 
that Stewart was paying the company’s cheques into his 
own account. These two facts, as will presently be seen, 
led to two different judgments; the one based on fact (1) 
the Court of Appeal on fact (2). 

The rest of the story is soon told. The Equitable 
Trust pressed in due course for repayment of the amounts 
loaned. At first Stewart held them off by a payment of 
£6,000 but they had to press further and took the step of 
sending a representative to Dundee. About this time 
Stewart apparently was at the end of his tether and before 
the matter proceeded further he committed suicide. 
Liquidation of the company followed, and the liquidator 
brought action for the conversion by the defendant bank 
of the company’s cheques in the circumstances above 
stated. 

On March 25, 1926, Mr. Justice Rowlatt, who tried the 
case, gave judgment in favour of the bank on the sole 
ground that they were holders in due course of the 
cheques, having allowed Stewart to draw against them 
before clearance. 

On July 28 the Court of Appeal reversed the judgment, 
but on quite another ground, namely, that by the opera- 
tion of Section 24 of the Bills of Exchange Act, Stewart’s 
endorsement not being in fact authorized by the company 
his signature passed no title to the holders of the cheques 
being wholly inoperative, and since the defendant bank 
did not rely on any ostensible authority but admitted 
that they did not observe they were the company’s 
cheques at all, the signature could not be saved by 
alleging against the company the doctrine of ostensible 
authority. 

The judgments of Rowlatt and also of the Court of 
Appeal referred to and to some extent dealt with other 
important points raised, such as whether or not the 
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endorsement of a company’s cheque in the manner 
authorized by the company is a “ signature by procura- 
tion’ under Section 25 of the Bills of Exchange Act; 
the effect of a “ per pro” signature as an element in 
considering negligence under Section 82; whether such 
a signature coupled with the circumstance of a company’s 
cheque being paid into an officer’s personal account has 
any bearing on “ notice of defect in title ’’ under Section 
29 (the holder in due course section); the exact effect 
of the amending Act of 1906 upon Section 82. And 
interesting extracts from the judgments on these points 
can be given. We propose, however, to leave these 
other points to discussion and comment in a subsequent 
article, and for the present to confine our attention to the 
single point on which the Court of Appeal allowed the 
appeal and gave judgment against the bank. We may, 
however, at once get rid of the bank’s alternative plea 
that it was protected under Section 82, for all the judges 
agreed that to collect for a director’s private account a 
cheque belonging to the company without inquiry, is 
negligence as against the true owner of the cheque, 
thereby affirming their previous decision in Underwood’s 
case following a well-settled line of authority. Indeed, 
the bank never contested that point in the Court of 
Appeal but relied on being holders in due course with a 
good title. 
Coming now to Section 24 which is as follows : 


‘“‘ Subject to the provisions of this Act where a signature on a bill 
is forged or placed thereon without the authority of the person whose 
signature it purports to be, the forged or unauthorized signature is 
wholly inoperative, and no right to retain the bill or to give a discharge 
therefor or to enforce payment thereof against any party thereto can 
be acquired through or under that signature, unless the party against 
whom it is sought to retain or enforce payment of the bill is precluded 
from setting up the forgery or want of authority.” 


Mr. Justice Rowlatt dealing with this section, set 
up as against the bank, held that as there was no doubt 
that Sir John Stewart had general authority to endorse 
on behalf of the Company his signature was not placed 
on the cheque without authority and it was therefore 
not an unauthorized signature. “‘ He may,” said the 
learned judge, “‘ have signed with authority although 
he abused that authority to get money for himself... . 
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That was the answer to the case made against the bank 
on Section 24.” 

The Court of Appeal took an entirely different view. 
Lord Justice Bankes said although it might be doubted 
whether the signature was forged, it was established 
beyond question that it was not in fact authorized. 
Therefore, unless it could be shown that, although no 
actual authority, ostensible authority could be relied 
on the bank must fail : ‘‘ And the bank’s whole case here 
is that it is not a case of ostensible authority. Unfor- 
tunately, they say, for us, we never realized these were 
company’s cheques or a company’s endorsement: we 
thought it was Sir John Stewart’s and we did what we 
did, not because we thought it was Sir John Stewart 
acting for his company under ostensible authority from 
his company.”’ 

Lord Justice Atkin, on the same point, re-stated the 
law thus: “It is very odd that some confusion from time 
to time arises as to the position of people taking nego- 
tiable instruments under a forged or unauthorized sig- 
nature. A cheque or bill drawn to order of a payee is 
not a negotiable instrument that gives rights to persons 
taking it until endorsed by the payee or the last person 
who is the endorsee, and if a person takes a bill which 
to be made negotiable has had to be endorsed, he takes 
the risk of the endorsement having been improperly 
made. For instance, he takes the risk of an agent having 
authority to endorse, otherwise a person who has come 
into possession of a bill or cheque to his order would be 
entirely unprotected unless he locked it up in his safe. 
The holder of a bill. does not lose his rights to property 
in the bill unless it has been negotiated by him, or by 
his authority, or in such circumstances that he is pre- 
cluded from denying his authority, and that is the simple 
case of ostensible authority. All this is elementary, and 
is expressed in quite simple language in Section 24. In 
this particular case it is plain that in dealing with them 
as he did, that is, endorsing and delivering them as he 
did, Stewart was acting in fraud of the company. He 
had no authority to endorse and deliver as he did. The 
only other question is, there being an unauthorized 
signature, is the company within the terms of Section 24 
precluded from setting up that it was unauthorized ? 
That seems to turn upon a simple question. To my mind 





THE BANKER 






































258 


Sir John Stewart would have general authority to 
endorse cheques for the purpose of the company’s busi- 
ness, and if anyone took a cheque thinking they were 
dealing with the company relying on that signature, and 
no more, I should have thought they would have made a 
strong case for precluding the company from disputing 
the signature, because he would then be doing one of a 
class of acts he was authorized to do. That would be 
the general position. The bank would have been in a 
very difficult position even here, since all their officials 
agreed that if they had noticed it was a company’s 
cheque they would have made inquiries, because it would 
have been quite outside the ordinary course of business. 
I am inclined to think that would have been sufficient 
to put the act of Stewart outside the class of acts within 
his ostensible authority. But it appears to me quite 
needless to consider that matter in this case, because it is 
plain that they never recognized this as a company’s 
cheque or endorsement at all. Now the meaning of the 
company being precluded from disputing the signature 
is that some person who dealt with the cheques has 
relied on the fact that the agent has the apparent 
authority ; but if that person has never heard of the prin- 
cipal, and has not noticed on the face of the document 
that it purports to be done on behalf of the principal, 
there is in those circumstances no preclusion. That 
appears to me to dispose of this case. It is the simple 
case of a cheque drawn to order dealt with by a person 
who had no actual authority, and who did not induce 
the bank to believe that he had authority to endorse, 
and the action seems to be an undefended one.”’ 

Lord Justice Sargent said: ‘‘No doubt if the bank 
had been aware of his general authority to endorse, and 
had relied upon that, the position might have been 
different. But it is conceded that they never relied on 
any ostensible authority, therefore the unauthorized 
signature was inoperative.” 

In giving judgment Lord Justice Bankes observed 
that other important points “fully and ably argued” 
were not necessary to decide as the Court was able to 
decide the case on the single question of Section 24. In 
a subsequent issue we hope to refer to these other points, 
and to comment upon them, and also upon the judgments 
as they stand. 
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BOOK REVIEWS 


The Money Market in Relation to Trade and Commerce* 


ONE can at least demand one thing of the writer of a textbook 
evidently intended, as this book is, to serve as an introduction to 
a subject so important and difficult as the study of the money 
market. That one thing is the most scrupulous accuracy of state- 
ment and of fact. Judged from this standpoint, this book is 
most emphatically to be condemned. The author must unfor- 
tunately be convicted of inaccuracies of economic argument, of 
historical knowledge, of statements of recent and present fact, and 
of inaccuracies of style. 

First, as to economic argument. The author in general deems it 
sufficient to explain movements in money-market rates and in 
foreign exchange rates by reference to the ‘“‘law of supply and 
demand.” Thus, it is said, p. 162, that “the exchanges, being 
subject only to the law of supply and demand, had no checks 
placed on their fluctuations.’’ On p. 4 we are told that the rate of 
interest “ will vary with the law of supply and demand in its appli- 
cation to money” (in itself a gross economic fallacy), and so on. 
But what determines “supply” and what “demand”? Supply 
and demand are, in fact, mere omnibus phrases, and it is in every 
case necessary to explain what the causes are which make the 
quantity supplied and the quantity demanded what they are at 
any given moment. When this has been done, it will be seen that 
the range of fluctuation of prices in a given market is predeter- 
mined by the forces which on the market in question take a 
quantitative shape. 

On p. 7 the author asserts that “marginal utility is estimated by 
the satisfaction which a man will receive from the acquisition 
of a particular thing.” On the contrary, this is a definition of 
total utility ; the marginal utility is the satisfaction derived from 
consuming that last unit of the thing acquired which he finds it 
just worth while acquiring. 

On p. 27 and p. 152 a gross fallacy is committed as to the rela- 
tion between the market price of gold and the so-called Mint 
price. On the former page it is said that “ Before the European 
War the price of gold fluctuated but little, and hence it was pos- 
sible to fix a legal price at which gold would be minted.” All 
that the Mint price of gold did, in fact, was to fix the relation 
between the content of gold coins and the weight of raw material 
out of which they are made ; the price of gold in the bullion market 
was steady because people had the alternative of converting raw 
gold into coin at the Mint or doing so via the central bank; or 
selling raw gold for coin minted at the legal ratio, or for notes 
convertible into coin coined at the Mint ratio. Mr. Spicer thus 
innocently inverts cause and effect in a manner worthy only of a 
first-year student of economics. 

* The Money Market in Relation to Trade and Commerce. By Ernest Evan Spicer, F.C.A. 
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up the value of the rest. 


the balance of trade is what it is. 


3ank’s policy, made matters much worse. 


notes should no longer be encashable in gold. 


On p. 156 it is stated that the Indian currency reform of 1920, 
by which the rupee was made equal to 2s. gold (or I1°3 grains of 
fine gold), was frustrated by “the steady fall in the price of silver.” 
Why this fact should produce the result attributed to it is not 
stated. The gold exchange standard is based on the presupposi- 
tion that the rupee is a token coin, the value of which in terms of 
sterling or gold is kept up by adequate limitation of quantity. 
What destroyed the scheme of 1920 was not the fall in the sterling 
price of silver, but unwillingness on the part of the Indian Govern- 
ment to withdraw a sufficient volume of local currency to keep 


On p. 197 a statement of ‘‘ Total Imports and Exports for 1924” 
is given. Among the imports are included “Disbursements by 
British Ships abroad.”” This may pass, as services imported by 
us. But why call “Excess of payments by British Government 
over receipts from foreign sources’ an import, or “Excess of 
interest receivable on British Capital abroad over interest pay- 
able on foreign capital invested here’”’ an export ? These artifi- 
cial constructions all arise because writers like Mr. Spicer will 
insist on regarding the balance of indebtedness as including the 
balance of trade plus capital and interest transactions, whereas 
in truth the balance of indebtedness is only an explanation of why 


So much for economic arguments. As for Mr. Spicer’s compe- 
tence in matters of history, the following examples will suffice. 
On p. 51 it is stated that the restriction of cash payments lasted 
from 1797 “till 1816, when the Bank recommenced payment in 
gold, though it was not till 1819 that a full resumption of cash 
payments was made. The effect of this restriction of payments 
was so marked that in 1810 a committee was appointed by the 
House of Commons to consider the high price of bullion, and their 
report (commonly known as the ‘Bullion Report’) resulted in 
the return to the original system of compelling the Bank to 
meet its notes in gold.”” These statements are either wrong or 
misleading. Gold payments (Ricardo’s celebrated “Ingot 
Scheme’’) were resumed in 1820 and payments in gold coin in 
1821, two years in advance of the date originally contemplated ; 
effective resumption was recommended by the Resumption Com- 
mittees of the Lords and Commons of 1819, whilst 1816 is 
celebrated as the year in which the single gold standard was 
inaugurated by legislation, though this legislation only became 
effective three years afterwards. The gold payments of 1816 
were quite voluntary and, combined with other aspects of the 


Now as to statements of present and recent fact. On p. 217 
it is said that the Gold Standard Act, 1925, provided that currency 


(As a matter of 


fact, as distinct from matters of law, they never were. Some 
curious stories might be told as to what happened to individuals 
who tried to convert.) In fact, this is true if gold coin is implied, 
but not if gold bar is implied. In his account of the crisis at the 
outbreak of the war, not a word is said of the detailed arrange- 
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ments by which the Bank of England came to the assistance of 
the bill market and of the acceptance houses, which is, perhaps, 
in line with the general paucity of Mr. Spicer’s references, in a 
work intended to be descriptive of the money market, to the bill 
brokers, the discount houses, and the accepting houses. An 
unnecessarily detailed account of the work of the Dollar Securities 
Committee is given, but nothing is said of U.S.A. loans after the 
U.S.A. came into the war, in spite of the fact that Mr. J. M. 
Keynes in a breathless footnote revealed long ago the desperate 
nature of our financial situation without American aid. Nor does 
Mr. Spicer think it worth while to point to the folly of keeping the 
exchange very much above the purchasing power parity point, 
and thus deliberately encouraging imports from the United States. 

Lastly, as to inaccuracies of style. On p. 168, a table of rates of 
exchange is given. On p. 169 the following comment is made: 
“A study of these rates will at once show that in the case of the 
gold standard countries, 1.e. those using gold as their standard 
of value, the quotations are in the number of foreign units to the 
£ sterling, while the other countries are quoted in English money 
to the foreign unit.’’ Nevertheless, the table shows that Lisbon, 
Buenos Aires, Yokohama, Manila, Mexico, not to speak of India, 
are quoted in pence, in spite of the fact that all of these areas are 
nominally, and some are actually, on a gold basis. Mr. Spicer is 
guilty either of ignorance or carelessness of statement; it is diffi- 
cult to know which is the worse fault. On p. 214 it is said that the 
Cunliffe Committee suggested that “as soon as the Bank of 
England acquired the sum of {150,000,000 in gold, arrangements 
should be made for that institution to issue notes (including 
denominations of {1 and Ios.) with a fiduciary issue based on the 
amount of gold.’’ What the words italicized mean only Mr. Spicer 
knows; how can a fiduciary issue be based upon gold? It is 
almost equally impossible to explain the following passage on 
p. 151 : ‘Owing to the fact that there is no universal coinage, and 
that each country mints its coins of such weight and fineness of 
metal as it may find convenient, it becomes necessary where pos- 
sible to establish a substitute. In those cases where different 
countries use the same metal such a standard can be obtained, and 
is then known as the mint par of exchange.’’ If the student can 
be brought to think this passage out, he will find that ‘“‘a substi- 
tute”” means a “substitute for a universal coinage,”’ which then 
becomes the standard for measuring deviations of actual rates 
from that nominal standard. But it is difficult to imagine the 
ordinary student finding this out for himself. 

Enough has been said to show that this book is the very reverse 
of what one would expect from a reasonably good textbook. 
What makes the matter worse is that in the preface, the name of 
a distinguished writer on monetary matters is introduced, who is 
said to have made “valuable suggestions” to the author, and who 
is said to have been “‘so good as to read the proofs.” We can 
hardly believe that the gentleman in question can be responsible 
for the matter of this book. 





